W. A. Clarke, president 
of the W. A. Clarke 
Mortgage Company, 
Philadelphia, nominee 
for MBA president for 
1953-54. See page 33. 
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NEW PRINCIPLE in Home Cooling! 


Makes the Homes You Build 













Mueller Climatrol 


Type 910 Recessed Summer Conditioner 


Low Cost — Built into the Wall — 
Fits between Standard Studdings — 
Air-Cooled — No Plumbing. 


on 
for gll-se4° Any house with an integral cooling 
4 system sells faster than one without. That's why 

m r the new Mueller Climatrol Type 910 is made 
co to order for small-homes builders. Inexpensive — 
neat, attractive, efficient. Home buyers find the 
built-in cooling element attractive — they 
like the way it’s included in the mortgage. 
This unit is also ideal for motels, garden 
apartments, offices, etc. 


No plumbing required, no drain or water 
connections — the new Mueller Type 910 is 
air-cooled and simply slides in between 
standard studdings. You provide extra 
comfort, extra saleability in homes when 
you include Mueller Climatrol Type 910 
Recessed Summer Conditioners. 


For descriptive folder, write the 
: L. J. MUELLER FURNACE CO., 
20200 W. Oklahoma 





oo Ave., 
Type 903 Milwaukee 15, Wisconsin 
Self-Contained CS eee 


Type 110-80 ; 
oo L. J. MUELLER FURNACE CO., 





Winter Air 
Conditioner | 2osar Ww. Oklahoma Ave., Milwaukee 15, Wis. | 
| Please send me the free descriptive folder on Mueller | 
| Climetrot. | 
Type 910 Recessed CD Complete line of 
Type 903 Mueller Climatrol 1 oO Summer Conditioner heating and air- ] 
—a_ self-contained cooling unit | ditioning equi 1 
for installation with any forced l 
warm air heating unit. Available POREERs «ccc cccccccscccsccocesece TORR. occcccccce ! 
in 2, 3, 5, and 7'4 ton capacities. | 1 
Ideal for installation with high- BD Gemmete CNM. cscccccccsccscccscccccncsconcesses 
boy, lowboy, horizontal or coun- | ! 
ter-flow winter air conditioners. Ge CREED. 0 <0 6..0.0650006050550000500000008 | 
Types 901 and 904 air-condition- ] 
ing units, also available in wide | Gs cccccesccecesececcccecses (..) Sate. ccccce eoee I 


range of sizes. _—_ SS eer rar ar ar an anrreanr anr ann see ee — 








PRESIDENT’S 
Column 


A SALUTE 
TO MBA COMMITTEES 


MBA Committees present an admir- 
able and inspiring picture of men in 
action. The activities of these com- 
mittees are carried on largely behind 
the scenes but they are the real power 
plant of our organization. The time 
and effort and devotion our members 
give their association through our com- 
mittee programs is of great value and 
importance to our own and allied 
industries. Too often we are prone to 
accept these efforts as a matter of 
course. Only from the vantage point 
of the office of President and the 
headquarters office may one fully ob- 
serve and appreciate the effective 
efforts of our members who serve on 
our various committees. It is indeed 


an inspiring sight. 

Specific mention has been made here of the 
fine work of two of our committees, namely, 
the Conventional Loan Committee and the 
Pension Fund Committee, principally because 
these are new standing committees authorized 
by the Board this year. Without exception, 
however, all of our committees are doing a 
great job. 

Our Membership Committee continues to 
expand our roster, making our organization 
stronger and more representative. Bob Tharpe 
and his far-flung team are doing an excellent 
job even under the handicap imposed by a 
vigilant and aggressive committee on Member- 
ship Qualification headed by John Hall. 

All MBA members, as well as the members 
of Congress, all officials of government agen- 
cies and departments and the Presidents of 
all life companies, have just received MBA's 
Statement of Principles and Recommendations 
Concerning the Organization and Administra- 
tion of the Federal Government’s Housing 
Agencies and Programs. This timely state- 
ment is a product of Dean Hill’s Washington 
Committee and represents a com poston of 
carefully prepared reports.of our FHA Com- 
mittee of which John Austin is Chairman, 
our GI Loan Committee, under the Chair- 
manship of Jim Rouse and George Doven- 
muehle’s Federal Legislative Committee. Many 
hours, considerable traveling and a_ vast 
amount of correspondence on the part of the 
members of these committees were necessary 
to do this job. 

Our Mortgage Servicing Committee under 
the leadership of Bill DeHuszar is now 
actively engaged in the preparation of a 
revised edition of our servicing manual. Lin- 
dell Peterson's Educational Committee, having 
just released the first text book ever published 
on mortgage banking is now completing plans 
already approved in principle by our Execu- 
tive Committee and Board of .Governors to 
establish a Research and Educational Founda- 
tion, thus providing a vehicle of far reaching 
Pp »ssibilities and importance for our association 

Our Research Committee, Cad Cadwallader, 

Chairman, is making further headway in its 
efforts to broaden the facilities which are 
now available to our members through ou: 
Mortgage Bankers blanket bond. Our well 
planned and successful Regional Clinic meet- 
ings evidence the excellent work of our 
Clinic Committee and Chairman Bob Pease. 
The Young Men’s Activities Committee, ini- 
tiated last year by President Costa has proven 
its value and with Marvin Bastian at its helm 
is having another fine year. 

These and all others of our committees are 
keeping well apace of the growth and the 
needs of our association. It is the sort of initi- 
ative, interest and cooperation which is dem- 
onstrated in these endeavors year after year by 
so many of our members which has made the 
Mortgage Bankers Association of America 
the fine organiz ation it is today. 


Radi —< so 


President, Mortgage Bankers — 
Association of America 
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P ROTECT YOUR 


ILLINOIS MORTGAGES 
against hidden title defects 








Fast title guarantee service throughout the state is made 
convenient by Chicago Title and Trust Company’s 


agencies in 64 Illinois cities 





Many of the risks which may affect a title are not revealed in 
the title search. That’s why the protection of Chicago Title and Trust Com- 
pany’s Title Guarantee Policy is so important. If the title as guaranteed is 
ever attacked, Chicago Title and Trust Company assumes full responsibility 
for defending it and, in case of loss, pays promptly. 

This protection is now easily available anywhere in Illinois, 
through local title and abstract offices who act as our agencies and repre- 


sentatives in 64 Illinois cities. 


CHICAGO TITLE ann TRUST COMPANY 


111 West Washington Street + Chicago 2, Illinois 


409 E. Adams Street, SPRINGFIELD « 23 W. Main Street, DANVILLE ¢ 111 No. Court Street, ROCKFORD 
112 Hillsboro Avenue, EDWARDSVILLE «+ 217 S. Park Street, DECATUR 
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National Home 
Owners are 





of Their 
Property! 






Another Reason Why Mortgages on National 
Homes are Sound Long-Term Investments 















Thousands of families take pride in owning smart, 
quality-built National homes. Their feeling is re- 
flected in careful upkeep . . . well planted yards... 
countless owner-added improvements. This pride of 
possession is a “plus” that increases the stability and 


worth of National home mortgages. 


Inquiries Are Invited From Financial 
Institutions Seeking Steady Sources 
of Supply for Residential Loans. 








National Homes’ pre- 
fabricated panels and 
structural parts as 
they leave the assem- 
bly plant carry the 
Good Housekeeping 
guarantee seal and the 
Parents’ Magazine 
seal of commendation 
as advertised therein. 


Nation’s Largest Producers of Quality Homes 







NATIONAL HOMES CORPORATION 
LAFAYETTE, INDIANA + HORSEHEADS, N. Y. 





THE MORTGAGE BANKER + Moy 1953 3 








ARKANSAS 
MINNESOTA 
UTAH 

OHIO 

FLORIDA 
GEORGIA 
MISSOURI 
TENNESSEE 
KENTUCKY 
MONTANA 
WYOMING 
NEBRASKA 
MISSISSIPPI 
WEST VIRGINIA 
SOUTH CAROLINA 
KANSAS 

SOUTH DAKOTA 
LOUISIANA 
NORTH DAKOTA 
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Higher Interest Rates on 
Government Insured Loans? 


Higher interest rates on government insured loans may be in prospect. 
This would mean an increase in volume of mortgages and sales. 


The government approves the repayment ability, character and credit 
standing of the borrower, and the value of the property. It is the 
responsibility of the lender to be sure that the title meets the re- 
quirements of the government agency. With title insurance, the title 
insurance company assumes this responsibility and protects against 


a potential source of loss. 


The wisdom of furnishing title insurance only when asked, should be 
carefully reviewed. When you buy an Arrow shirt you don't have 
to ask for a quality Arrow shirt. The man whose product is uniformly 
high in quality usually finds a uniformly higher demand for his product. 


Title insurance makes any mortgage a better mortgage, more desirable 


to any principal. 


Title Insurance Company of Minnesota is prepared to take 
care of the title insurance needs of mortgage bankers gener- 
ally in the states listed. Policies are issued through branch 
offices, agents, or direct from the home office. The service 
is planned by mortgage bankers for mortgage bankers. 


Capital, Surplus and Reserves 
in excess of $2,850,000 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lineoln 8733 
MINNEAPOLIS 2, MINNESOTA 
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Are you looking for sound, practical mortgage investments . . . 


looking for attractive, up-to-date homes 


that offer excellent value in today’s housing market, 


as well as h igh resale value in years to come? 


Then consider. . . 


Why (gunnison Homes are 


a good mortgage investment 


Planned For Comfort—Carefully designed to give home- 
owners the features they want, a Gunnison is an easy-to-live-in 
house. Details like sliding closet doors, Perimeter heating, and 
functional traffic arrangement mark the Gunnison as a modern 


house that will stay modern. 


Soundly Constructed—A Gunnison is rigid, durable . . . 
built to last. Gunnison Homes—famous subsidiary of U. S. Steel— 
has pioneered in the advanced precision-engineering methods 


which result in better-built houses at lower cost. 


vgs i Res Se 




















Versatile—Variations in size, exterior finish and color, window 
treatment, and architectural detail give each Gunnison Home a 
look of individuality. Carrier year-round air-conditioning and 
Hotpoint all-electric kitchen and laundry equipment are optional 
features which are getting an enthusiastic reception from the home- 
buying public. 

You perform a real public service when you encourage the con- 
struction of well-built, low-cost Gunnison Homes . . . and you pro- 
tect your depositors when you invest in superior mortgages in the 
$6500 to $12,000 range. 


Sty eg 
~~ —, i Gunnison Homes, Inc., Dept. MB-53 
Natasa a : New Albany, Indiana 
"Qunsteon”<ede-mart Please send me free copies of your new 


© (iunnison Homes 


Manufactured by Gunnison Homes, Inc., New Albany, Indiana 


UNITED STATES 


> ' @ 8.4 


booklets, ““Gunnison Homes Plan For Bet- 
ter Living” and “Let's Choose a Gunnison 
Home.” 


of Gunnison Homes, inc, 
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To obtain adequate Crime Insurance limits and the 
broadest protection available... at the lowest cost... join 


the growing group of mortgage bankers who have the 


Mortgage Bankers 
Blanket Bond 


In most large cities, countrywide, there are one or more mortgage 
bankers who have chosen this bond as the means to 
Increase the amount of their Fidelity coverage 


Insure all their other Crime Insurance exposures up 
to the full policy limit 


\cquire, in addition, unusually broad Errors and 
Omissions insurance for failure to provide Fire and 
Extended Coverage 


at little or no increase in cost. 

Many mortgage bankers who now have the Bond say they get every- 
thing they had before with the additional coverage they needed—at 
no additional cost. 

Investigate, analyze, compare the Mortgage Bankers Blanket Bond. 
For complete information or for detailed comparison of your present 


coverages with what the Mortgage Bankers Blanket Bond has to offer, 
write: 


LESLIE H. COOK, INC. 


MORTGAGE BANKERS DIVISION 


166 West Van Buren Street, Chicago, Illinois 


Pie x, 


Ae: 


























6 THE MORTGAGE BANKER + May 1953 





Bryant’s new “COMMAND-AIRE” TWINS 
rate as Best Mortgage Protection in Years 


... bring year ‘round conditioning to lower 
cost homes... protect against 


obsolescence... keep resale value high! 


Here’s why new homes equipped with Bryant’s 
““Command-Aire” Twins represent an attractive 
mortgage opportunity for you. First, consider the 
sales appeal in year round conditioning that’s . . . 


30 to 50 per cent lower in cost! Mass production 
techniques have enabled us to bring the price 

way down. . . to make year ’round conditioning a 
practical feature in moderately priced homes .. . 
homes that buyers can afford. And these buyers 
have the convenient option of installing. . . 


Cooling initially —or later! The “Twins” are 
actually independent heating and cooling units. 

This means a homeowner can add the cooling 
“Twin” to his system at any time—a feature 
particularly attractive in the case of open-end 
mortgages. And once the “Twins” are installed 

you enjoy this sound safeguard on your investment: 


“Command-Aire” equipped homes stay 
modern, attractive and easily salable for years. 





And resale value remains high! 


There’s no place like home...with a bryant 
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These two figures are exactly the same size. For 
a closer comparison, a pair of full-size optical 


illusion blotters will be sent upon request. 





Real, not fancied, differences exist among insurance companies 
. differences which make it wise to look beyond an insurance 
policy to the strength, character and reputation of the company 


which issues it. 


An analysis of character of assets available for the protection 
of policyholders will show Lawyers Title to be outstanding in 
the title insurance field. A financial statement will be gladly 


furnished. Comparison is invited. 















( Virginia ) 
:' [awyers Title [nsurance (Orporation 
SS eae Operating in Now York Stale 04 \Vorginia) Lawyers Title Insurance Corpe 
senso Home Office ~ Richmond Virginia 


BRANCH OFFICES at AKRON +* ATLANTA * AUGUSTA * BIRMINGHAM 
CAMDEN «¢ CINCINNATI «* CLEVELAND «+ COLUMBUS (GA.) 
COLUMBUS (O.) * DALLAS * DAYTON * DECATUR «¢ DETROIT 
MIAMI * NEWARK * NEW ORLEANS *« NEW YORK * PITTSBURGH 
PONTIAC * RICHMOND * SAVANNAH « SPRINGFIELD (ILL.) * WASHINGTON 
WILMINGTON * WINSTON-SALEM AND WINTER HAVEN. REPRESENTED 
BY LOCAL TITLE COMPANIES IN MORE THAN 150 OTHER CITIES. 
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Worlgage Banker 


New Horizon for the Mortgage Banker 
INDUSTRIAL FINANCING 


| ap rsesigeictry financing represents 
a large and potentially profitable 
field for the mortgage broker. This 
field should be considered in its proper 
perspective, however, and to do so its 
background should be understood. 


In 1951 direct placements of in- 
dustrial issues amounted to approxi- 
mately $3'% billion and were about 
in that neighborhood for 1952. Direct 
placements briefly are those issues 
which have been negotiated directly 
between the borrower and one or 
more lenders, with or without the 
assistance of an intermediary. 

The market in which the mortgage 
broker can hope to compete effec- 
tively is far smaller than this $3 
billion. Issues of $5,000,000 or more 
represent a field in which the mort- 
gage broker can participate to only a 
limited extent, if at all. Issues of this 
size are generally handled by an 
investment underwriting house, or in- 
volve no intermediary. They totalled 
approximately $2,800,000,000 of the 
$3,500,000,000 industrial direct place- 
ments. The balance of some $700,- 
000,000 may properly be termed the 
market competitively available to the 
mortgage broker. Comparing _ this 
with the approximate $18 billion 
mortgage volume last year, it can be 
seen that this field, while important, 
is nevertheless an ancillary one only. 


Direct Placements in 1951 


No. Amount 
Under $500,000 ..... 225 $ 54,241,000 
$500,000-$1,000,000 ..152 97,022,000 
$1,000,000-$5,000,000 280 556,494,000 
$5,000,000 and over..121 2,815,690,000 


(as reported by E. V. Hale & Co., Chicago) 


Rather consistently over a period of 
years about one out of every three 
industrial direct placements are placed 
through an intermediary such as an 
underwriting house, a mortgage 
broker, or an individual broker. Thus, 
two out of every three involve no in- 
termediary. 

The life insurance companies repre- 
sent the dominant market for indus- 
trial financing. In recent years they 
have accounted for about 90 per cent 
of the market. The pension trusts rep- 
resent a rapidly growing factor in 
this field, but, as yet, they are small 
in aggregate importance. 

Properly approached, the industrial 
loan market represents a desirable and 
potentially profitable field for the 
mortgage broker. In our company 
probably the major source of these 
loans has been mortgage brokers, and 
in some instances, the business has 
been so profitable that the mortgage 
broker has turned the full time atten- 
tion of his organization to this market. 

This market must nevertheless be 
viewed in proper perspective; it is 
small in relation to the mortgage mar- 


By GEORGE T. CONKLIN, 


ket, and extremely competitive. Im- 
properly approached, it may be a 
waste of time and money; properly 
approached, it may well be a profit- 
able adjunct to the regular mortgage 
business. 

One question which arises fre- 
quently is—“Can the loan be based 
solely or primarily upon the real 
estate itself?” The answer in general 
is “No,” although in a particular in- 
stance, it is possible that the real estate 
may weigh heavily in the placing of 
the loan. Such an instance is rare 
enough to be the exception which 
proves the rule. No matter how an 
individual may feel about it, the mar- 
ket insists that an industrial loan is 
primarily a credit loan. 

To put it another way, you can 
finance any building no matter how 
atrocious it may be, with the proper 
credit behind it; but no matter how 
fine the building, you may well be 
unable to finance it without the sup- 
port of good credit. 

The credit of a company may be 
placed behind a loan either directly 
or indirectly. The direct credit obli- 
gation of a company consists of a loan 
which represents a general obligation 
of the company appearing on the 
liability side of its balance sheet. It 
takes the form of a note, or a secured 
or unsecured bond issue. The indirect 


JR. 





Second Vice President, The Guardian Life Insurance Company of America 
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credit of a company is represented in 
the form of a lease or a contract. 


There is a considerable difference 
in the direct and indirect credit of a 
corporation. The primary and essen- 
tial difference arises in the manner in 
obligations treated 
In the case of indus- 


the 


which these are 
in bankruptcy. 
trial companies, Chapter X of 
Bankruptcy Act governs the treatment 
Under this the 
claim of a lessor under a lease is lim- 
ited to rent and 
this accorded 
the 
other general creditors. 


of claims. section, 


one or two years 
claim is then 


as the claims of 


limited 
Same treatment 

In the case of a general obligation, 
the full amount of the claim is allow- 
a claim against all the assets 
Moreover, the 
bond is 


able as 
of the corporation. 
general obligation note or 
typically protected by an indenture. 
Such an indenture frequently con- 
tains a covenant requiring the corpo- 
ration to maintain a minimum work- 
ing capital, and minimum financial 
This enables the bondholder to 
demand payment of obligation 
while the corporation still has some 
financial strength. Such an indenture 
likewise usually prohibits the pledge 
of any of the company’s assets so that 
in bankruptcy the direct obligation is 
not placed behind secured obligations. 
Indirect credit obligations possess no 
such indenture protection and if they 
did, they any real 
benefit since in the event of bank- 
ruptcy, Chapter X takes over. 


ratios. 
his 


would not be of 


essential 
and 


A second difference be- 
the direct the indirect 
obligation arises out of the fact that 
the can in no 
way get out of its general obligation, 
the the indirect 
obligation of a lease or a contract, 
this is not necessarily so. Everyone is 


tween 


borrowing company 


whereas in case of 


acquainted with leases where there 


were “loopholes” which allowed the 
lessee to disaffirm the lease and escape 
the obligation. 


of loans based upon lease credit, this 


Obviously, in the case 


is a definite risk which needs evalua- 
tion in each case. 

As a result of these differences be- 
tween direct and indirect credit, the 
market definite premium 
upon the direct credit as against the 


places a 


indirect credit of a company. This is 
expressed in the differential in the 
interest rate placed upon the direct 
and indirect obligations of the same 


company. This interest rate differen- 
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tial varies from 2 per cent as a 
minimum to over | per cent as a maxi- 
mum. In general, the better the credit 
the the differential and vice 
versa. 

As a matter of fact, the indirect 
credit market is generally available 
only for companies with unquestioned 
credit; these are usually large nation- 
ally known companies. This is true 
because of the inferiority of the lease 
in receivership. The more remote the 
possibility of receivership, the more 
available are loans made upon indirect 


— credit. In the case of Du 
ts ii 
Hy 


i body 


lower 


Pont, for example, no- 


even considers re- 
ceivership when viewing 
its credit; 
upon its 


thence loans 


based indirect 
credit are readily market- 
able and carry the mini- 
interest rate pre- 
the direct 
At the other 
extreme, in where 
there has been a spotty credit record, 
loans based upon indirect credit may 
be completely unavailable. In such 
cases, direct credit is the only possi- 
bility. 


mum 
mium over 


obligation. 





cases 


Since credit is the essence of an 
industrial loan, it is important for the 
broker to be familiar with the thinking 
and requirements of institutional in- 
vestors with reference to the judging 
The factors. governing 
only be touched 


of a credit. 
credit status 
upon here. 


can 


Essentially the analysis of credit is 
a judgment concerning business risk 
and the most important determinant 
of such risk is economic status of the 
industry in question. The investor 
wants to invest in a healthy vigorous 
industry maintaining or increasing its 
relative position in our economy, not 
in stagnant or declining industries such 
as New England textiles, coal, ice, 
traction, This does not mean 
that loans in such industries are neces- 
sarily unsound, but it does mean that 
they are much more difficult, if not 
impossible, to place. 


etc. 


If you have a sound industry grow- 
ing relative to the rest of the economy, 
you can have some pretty poor man- 
agement and it will still usually mud- 
dle through all right. On the other 
hand, if the industry is on the down- 
grade relative to the economy as a 
whole and thus subject to unfavorable 


economic influences beyond manage- 
ment’s control, you can have an ex- 
cellent management and still get into 
difficulties. Any difficulties which 
beset industry in general affect a de- 
clining industry in much greater 
degree; such an industry often cannot 
afford, for example, to meet demands 
for increased wages which other in- 
dustries are granting, because the 
demand for its product is not strong 
enough to pass the increased cost on 
to the consumer without hastening 
the deterioration of its economic po- 
sition. 

Another industry characteristic 
which is desirable is stability of de- 
mand. An industry which is not 
greatly affected by wide swings in gen- 
eral business activity, such as tobacco, 
food, drugs, etc., involves less business 
risk than one which fluctuates widely 
such as steel, railroad equipment, ma- 
chinery, etc. 

The industry likewise should be one 
of some importance and its position 
should be fairly well established so 
that it cannot lose it overnight. An 
industry with a high risk of consumer 
taste and fashion, such as women’s 
dresses, furs, and luxury goods in gen- 
eral are less desirable investment risks. 
An industry subject to severe losses 
due to the effect of price fluctuations 
on large inventories is likewise rela- 
tively unattractive. 

In general, then, the institutional 
investor wants an industry not ex- 
posed to undue economic risk. The 
greater the risk position of the indus- 
try, the more exacting are the stand- 
ards of the investor for margins of 
safety and the less saleable the loan. 

The second phase of credit or in- 
vestment analysis is that of company 
analysis. In short term bank credit 
analysis this is the dominant phase 
of analysis, and all too often it is the 
dominant phase for the institutional 
investor, taking precedence over in- 
dustry analysis. 

Company analysis starts with a con- 
sideration of the position of the com- 
pany in its industry. How important 
is it in its industry; has it maintained 
or improved its competitive position 
over a long period of years? What 
does the trade think of the company; 
what do its customers, distributors, 
competitors, banks think of it? 

Is the company well managed? 
What is the background, the reputa- 
tion, the management? Is it an old 


management without replacements; is 
it a one man show? Does the man- 
agement have adequate information 
and controls at its finger tips? Is it 
aggressive, alert, research minded, 
looking for new methods, new oppor- 
tunities, or is it lethargic and content, 
backward looking? All these and many 
others are questions upon which the 
institutional investor will want to pass 
judgment. In almost every case, it is 
highly desirable for the investor to 
visit the management at its plant or 
office since it is difficult to judge the 
human factor of management in- 
volved without this personal contact 
and interview. 


TEST OF EARNINGS 


A salient feature of company anal- 
ysis is a careful study of the company’s 
earnings record. This earnings rec- 
ord should pass several tests. In the 
first place, it should meet the test of 
competitive market conditions; in 
most cases this means it will have to 
include a record of earnings prior to 
World War II. During the war and 
in most of the post war period, we 
have been in a seller’s market where 
almost anyone could sell at a good 
profit. Competitive conditions have 
been returning gradually over the past 
several years but these years still do 
not afford an adequate basis for judg- 
ing a management’s ability except in 
particular instances. 

The earnings record should pass the 
test of adverse general business condi- 
tions. This likewise means a pre-war 
earnings record because we have not 
had any poor general business condi- 
tions in the last 13 years. The period 
of acid test is the 1932 depression; 
such a period is unlikely to recur in 
our economy but it does offer an ex- 
cellent test of risk under extremely 
adverse economic conditions. A sec- 
ond period of sharp, though short 
lived, recession 1938. Lastly, 
1949 was a year of a very minor re- 
cession. Thus, in any earnings record, 
look carefully at the earnings in these 
three periods; if red figures show up 
in all cases, the chances of placing 
the loan are small. The better the 
earnings’ performance in these de- 
pressed periods, the better the credit 
of the company. 


was 


An analysis of the earnings state- 
ment involves a study of the items in 
the income account over a long pe- 
riod of time, both on an absolute basis 





and on a percentage basis. The more 
consistent the performance, the more 
stable the earnings, the higher the 
earnings in relation to the debt of 
the company, the better its credit 
status, and the easier for you to place 
its loan. 

A study of the pro-forma balance 
sheet, and the past balance sheets 
over a considerable period of time is 
another important part of investment 
analysis. This study involves both ab- 
solute figures and 
relative figures 
such as the per 
cent earned on net 
worth, the turn- 
over of inventor- 
ies, etc. A detailed 
analysis cannot 
be given here. 
Three balance sheet figures, however, 
should always be studied by a broker 
—current assets, current liabilities, and 
net worth. The net worth should be 
two to three times the amount of 
long term debt; the ratio of current 
assets to current liabilities should be 
at least 2-1; the net current assets 
(current assets less current liabilities ) 
should be at least equal to the long 
term debt. In general, and subject 
to specific exceptions which cannot 
be treated here, these are minimum 
requirements and if a loan fails to 
pass these tests, you may rest assured 
that it will be difficult to place. 


Now turn to other aspects of indus- 
trial financing and consider first indi- 
rect or lease financing. 


In the first place, such borrowing, 
as stated, is limited primarily to the 
better and larger credits. Many corpo- 
rations which will qualify for a direct 
loan will not qualify for lease financ- 
ing. 

Lease financing may be applied to 
most any type of fixed asset. It has 
been, of course, largely applied to real 
estate financing of all types but it is 
by no means restricted to this. It 
applies to railroad equipment of all 
sorts, ships, refrigeration equipment, 
automobiles, earth moving equipment 
and many other types of property. 


The borrower is a corporation other 
than that upon whose credit the loan 
is made. It frequently is a dummy cor- 
poration set up only for this particu- 
lar transaction. It owns the property 
which is leased to the corporation 
whose credit justifies the loan, and it 


borrows against the security of this 
lease. 

The loan can be as high in amount 
as the lease will justify, usually on a 
full payout basis, up to the cost or 
the present value of the particular 
property involved. Thus, frequently 
such loans are 100 per cent loans. 
This is a very important factor when 
a loan greater than the legally per- 
missible conventional mortgage loan 
is required. 

In the case of 100 per cent loans, 
the income tax questions become im- 
portant. The lease income is taxable 
to the borrowing corporation and 
against this income it can charge de- 
preciation, interest and small operat- 
ing costs. In the early years of a loan, 
no income tax is payable; but in the 
latter years as the interest declines 
sharply, the problem of income taxes 
arises and since practically all the lease 
income is paid out to the lender to 
liquidate its loan, the question arises as 
to where the money will come from 
to pay the income tax. 


THE QUESTION OF TAXES 


This income tax problem must be 
recognized and can be handled in a 
number of ways. In the first place, 
if the borrowing corporation is a 
responsible corporation with sufficient 
assets or income to meet future in- 
come taxes, the problem solves itself. 
A second solution is to have the own- 
ership of the property in the hands 
of a non-taxable corporation such as 
an eleemosynary institution or a pen- 
sion trust. A third solution is to have 
the lease payments sufficiently heavy 
so that they can liquidate the loan 
and also take care of the income taxes. 
This is difficult from a competitive 
point of view for the rent may have 
to be too high. Another solution 
often adopted is to have the owners 
of the corporation agree to meet the 
income tax and treat it as equity in 
the transaction. 

In any event, the income tax prob- 
lem is the problem of the borrowing 
corporation, not of the lender, for at 
worst, the insurance company can take 
over the asset and own it because of 
its tax position. 

The primary security is the net lease 
of a corporation of excellent credit 
standing. This lease has to be air- 
tight; no ordinary tenant’s lease will 
do. There must be no circumstance 
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where the lease can be cancelled to 
the probable detriment of the in- 
vestor 

The secondary security is a mort- 


security 


Chis 


important 


gage on the property 


may be more or less de- 
pending upon the type of property. 
In the case of a choice retail location, 
it can be very important; in the case 
of a factory, warehouse or printing 


press, it can be relatively unimportant 


Finally, as additional security, there 
is the note of the borrowing corpora- 
tion. Where this corporation has sub- 
stantial assets, the note may add con- 
siderably to the security, but in the 
case of the dummy corporation, it 


adds little or nothing. 


THE TERMS 

In direct credit financing, after the 
analysis of the credit, the most impor- 
tant step is the negotiation of the 
credit terms and the indenture. These 
terms will cover the following 


>> Interest Rate In the 


market the interest rate on these loans 


NEGOTIATING 


current 


will vary from 4 per cent-5 per cent 
depending upon the size of the loan 
and the credit of the borrowing cor- 
The today 
carry a 


smaller loans 


> per cent rate, 


poration. 
will usually 


and in some cases 5% per cent. 


>> Maturity 
will run 
A longer term is available in 
the larger and better 
known Usually a maturity 
much less than 10 years is not attrac- 
tive to imsurance companies as they 
are long term investors, and interest 
rates currently are attractive. 


>> Sinking Fund 
100 per cent sinking fund 
equal installments of principal, al- 
though there may be a constant pay- 
ment schedule 


The maturity on these 


loans generally around 10 
years 
the « ase ol 


credits 


There is usually a 
usually in 


>> Call Premium—The call provision 
will depend upon the attitude of the 


investor. Usually the call premium 
will start at a figure at least equal 
to the interest rate and gradually 
scale down. The call provision is im- 
portant to the investor because he 


does not want to have his loan taken 
away from him in a possible lower 


interest rate period in the future. 


>> Limitation on Additional Borrow- 
ing— (a) Short 
Bank borrowing may be limited to an 


term borrowing 
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agreed upon dollar figure, and it may 
be limited if it reduces the current 
ratio below a certain figure. Usually 
a provision is inserted requiring the 
company to be out of the banks at 
least one month in every twelve. 


b) Long term borrowing is usually 
prohibited, and this should apply to 
indirect financing such as lease financ- 
ing or purchase lease transactions. 


2? Working Capital—Usually there is 
a provision in the indenture requiring 
the company to maintain at all times 
a certain minimum working capital. 
[his amount will depend upon the 
circumstances in each individual loan. 

Since it is essential in any loan that 
the equity cushion behind the loan be 
at least maintained and if possible 
improved, there is always a limitation 
upon dividends. Usually dividends 
are limited to some agreed percent- 
age of earnings. In some cases, often 
at the request of the borrower, divi- 
dends are prohibited. The dividend 
control tied into the status 
of the current position of the com- 
pany through a minimum current 
ratio or working capital requirement. 
The healthy, growing, closely held 
corporation typically will not be in- 
terested in paying large dividends but 
will want to plough earnings back 
into the business. 


often is 


There are numerous other provi- 
sions in a corporate indenture most 
of which fall into the category of 
“boiler-plate.” Space precludes going 
into them here. 

In industrial loan financing, con- 
trary to conventional mortgage financ- 
ing, the borrower pays all the costs 
and fees of the loan. These costs in- 
clude the stamp taxes, attorneys fees, 
brokerage fee or commission, etc. 


THE COMMISSION 


The commission paid to the broke 
in a given loan will depend upon 
many factors including the size of the 
loan, the degree of competition in- 
volved, the difficulties of placing the 
loan, etc. In general, they will vary 
from 2 per cent up to 2 per cent. 

Obviously the more thorough the 
job the mortgage banker can do in 
an industrial loan submission the bet- 
ter it is for the lender. Nevertheless, 
while a specialized staff may be de- 
sirable, it is by no means necessary 
for participation in the field. As a 


minimum, you need a man who knows 
how to read an income statement and 
balance sheet; a graduate of a busi- 
ness school is ideal for this work. 
Such a person need not devote full 
time to this work but may be a part 
of your overall mortgage organiza- 
tion. It would be unwise to splurge 
as far as organization is concerned 
because the field is extremely com- 
petitive and is sensitive to business 
fluctuations. Consequently, in most 
cases, a cautious approach to the field 
is the most advisable. 

As a minimum, the mortgage banker 
should obtain for each industrial loan 
the following: 


>»? A brief description of the com- 
pany, its products, its method of 
operation. 


>> Brief history of the company and 
its management. 


>> Pro-forma balance sheet reflecting 
the application of the proceeds of the 
proposed loan. 


>? Selected items from the income 
account, back as far as possible, pref- 
erably going back to the 1932 depres- 
sion. These items should include sales, 
depreciation, and income before in- 
taxes. 
SCREEN WELL 

Given these items of information, 
the lender will be able to determine 
whether or not he is interested in 
looking further into the loan. If he 
is interested, he will then request the 
additional data which he will need. 
The insurance company is only too 
willing to help the broker. The pri- 
mary thing for the lender is the con- 
tact with the borrower. However, 
under present day conditions of loan 
demand in excess of available funds, 
the more adequate the loan presen- 
tation, the better will be its chance 
of receiving favorable consideration. 

The most frequent difficulty which 
besets the firm entering the industrial 
financing field is the loss of time 
and money wasted on marginal loans 
which may never be placed. It is 
highly important that you learn to 
screen your loans at the very start, 
even if on only a very rough basis, 
using the standards set forth above. 
You will then be in a position to cull 
out the marginal loans and to con- 
centrate on loans which give some 
promise of being placed. 


come 


Where Are INTEREST RATES 
Headed Now ? 


To that well-remembered day in March, 1951 when “accord” 
was born, add another significant day, April 9, 1953, when 
the 31% per cent bond was announced. Prof. Rodgers of 
NYU made these observations to our New York Conference 
a few days before that; but they’re substantially in line with 
subsequent developments and spell out the basic factors 
which are likely to determine the trend of money rates now. 


N THE long run, basic factors of 

domestic demand and supply will 
determine interest rates. Despite the 
heavy current demand for both capi- 
tal and credit, non-government bor- 
rowing for the entire year should 
prove somewhat under that of 1952. 
This will become more apparent later 
on in the year 
when plant and 
equipment spend- 
ing eases off and 
inventory accumu- 
lation comes to a 
halt. 

A look at the 
current inventory 
accumulation, es- 
pecially in con- 
sumer durable 
goods, will show why a slowing up is 
expected. R. L. Polk report registra- 
tion of new passenger cars in 1952 
was only 4,158,394, 17.8 per cent be- 
low the 5,060,903 of 1951. Yet, ac- 
cording to Ward’s Automotive Re- 
ports, auto and truck production 
during January and February of this 
year ran 43 per cent above the same 
two months of 1952. There was a 
tremendous upsurge in automobile 
sales in January and February, but 
they didn’t increase that much. As a 
matter of fact, inventories increased 
some 10 per cent. 





Raymond Rodgers 


Tire inventories also have reached 
a high level—in fact, their highest 
point in more than twenty years. 
They are more than 40 per cent 
higher than last year at the same time. 


Television output in January rose 


to 719,234 sets, as compared with’ 


404,392 in January 1952; and Janu- 
ary radio production of 1,093,142 was 
also nearly double the 632,455 pro- 
duced in January 1952. Again, sales 
were very good, but not that good. 

The thing to about 
these consumer durable goods inven- 
tories which are building up: Of all 
the important consumer durable 
goods items, only radios, televisions 


remember 


By RAYMOND RODGERS 


and deep freezers showed an increase 
in factory sales in 1952 over 1951. 

Demand for funds to finance state 
and local construction will be heavy 
this year. The present rate of con- 
structicn, part of which is financed by 
taxes, is $5 to $6 billion a year. This 
is 250 per cent higher than the 1946 
rate, but to meet the estimated need 
for new roads, traffic facilities, schools, 
hospitals etc. would require around 
$12 billion annually until 1960. Al- 
though such a high level is not to be 
expected, these needs constitute the 
largest remaining backlog in America 
today, and some increase must be 
anticipated. 

Real estate was the only sector of 
the capital market in which the de- 
mand for long-term funds was less 
in 1952 than in 1951. This trend 
should continue in 1953, so the de- 
mand for mortgage money should be 
less this year than it was last year. 
Although housing starts in January 
were 9.4 per cent greater than last 
year, and February starts were just 
about the same, it does not seem 
reasonable to expect that the housing 
construction industry will start an- 
other 1,131,000 non-farm dwelling 
units in 1953, in view of the continu- 
ing drop in household formation. 

Demand for funds should also be 
reduced by the slow, but steady, 
downward trend in prices. 

On the supply side, the American 
people in 1952 earned more than they 
ever did before. They also set a 
peacetime record of over-all saving of 
$18 billion, which amounted to 8 per 
cent of disposable income. Saving, 


thus, continued at a rate double that 
of the 1947-49 period. Personal sav- 
ing should be even greater in volume 
in 1953, as disposable personal income 
will be greater. 

More specifically, in addition to 
greater positive saving, the so-called 
negative saving of mortgage repay- 
ment, most of which finds its way 
back into the capital market, should 
be greater, as the amortization mort- 
gage total is greater. 

Contractual saving, likewise, should 
be greater, as nearly $23 billion of 
new life insurance was bought in 
1952. Pension funds, mutual invest- 
ment funds and other forms of con- 
tractual saving, also had substantial 
increases. In addition to the increased 
saving because of last year’s growth 
of these agencies, there is every reason 
to expect further growth this year. 

Corporate saving—funds ploughed 
back into the business—will not be as 
great as last year; but, corporations 
will need to borrow less, as they may 
have as much as $2 billion more funds 
available internally because of accel- 
erated amortization and other in- 
creases in depreciation allowances. 

Credit expansion by commercial 
banks this year will not be as much as 
it was in 1952. According to the 
Federal Reserve Board, bank credit 
expanded $9 billion last year, with 60 
per cent of the increase, coming in 
the last quarter. The increasing ratio 
of risk assets to total assets, the de- 
clining ratio of capital to risk assets 
and increasing credit risk, as well as 
the necessity of borrowing to replen- 
ish reserves, are making the banks 
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more cautious. The new restrictive 
credit policy of the monetary author- 
ities, also, is a powerful restraint on 
turther bank credit expansion. 

Since the beginning of the year, the 
credit policy of the Reserve authori- 
ties has changed from neutrality to 
credit The reasons for this 
new policy are obviously the sharp 


restraint. 


increases in debt, especially private 
debt. The situation in private debt 
may be summarized as follows: 


»> The boom of the past three years 
has been financed to the extent of 12 
per cent of total spending by expan- 
sion of private debt. 
than twice as much as the private 
debt expansion of around 5.5 per cent 
in the 1929 boom. 


This is more 


>> Corporate financial structures are 
beeoming dangerously top-heavy from 
much debt 
pansion and growth. 


too reliance on for ex- 


>> Consumer credit, especially since 
the expiration of Regulation W, has 
increased at an unprecedented rate. 
It is not so much the present total, 
as the fear that consumer credit will 
be unwisely used to solve the problem 
of the mounting inventories of con- 
sumer durable goods, that is giving 
concern. Already, dangerous practices 
of no down-payments and extremely 
long repayment are mushrooming 
throughout the country. 


>> Mortgage indi- 


viduals is extremely high by any his- 


indebtedness of 


torical standard, and promises to con- 
tinue to increase at a high rate in the 
coming months. 

>> Inventory loans continue at high 
levels, although the over-all price 


trend has been downward since 
March 1951. 

Public debt of the Federal gov- 
ernment also increased in 1952, 


whereas, in 1951, the Treasury actu- 


ally managed a modest reduction. 
Moreover, with the Congressional de- 
mands for tax reduction and opposi- 
tion to expense reduction, it is now 
beginning to look as if the Treasury 
more in 


may have to borrow 


1953 than it did in 1952. 


even 


authorities well 
know, a too rapid increase in debt 
overstimulates the boom phase of the 
business cycle and, thus, further ac- 
centuates the downward swing of the 
cycle. 


As our monetary 
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After the March 1951 “accord” 
with the Treasury, the Federal Re- 
serve authorities permitted the gov- 
ernment securities market to seek its 
own level, except that to insure an 
“orderly market,” they placed pre- 
mium bids for maturing issues, and 
they countered any reduction in mem- 
ber bank reserves because of an out- 
flow of gold or an increase in cur- 
rency in circulation, by means of open 
market operations. 

Under the new policy, however, the 
Federal Reserve did not make pre- 
mium bids at either the December or 
the February certificate refundings. 
Nor have they offset the $675 million 
decline in the gold stock over the past 
three months. On the contrary, at 
times, they have endeavored to fur- 
ther reduce reserve balances through 
the sale of securities, in order to force 
member banks to borrow increasing 
amounts from the Reserve banks. 
They have succeeded so well in their 
aims that member bank indebtedness 
at the Federal Reserve banks has 
reached the highest level in thirty 
years. 

The January increase in the dis- 
count rate was another evidence of 
their determination to tighten money 
rates. Furthermore, if the loans of 
the banks don’t show the 
usual seasonal decline in this quarter 
of the year, credit policies may be ex- 
pected to become even more stringent 
and a further increase in the discount 
rate may take place. 


member 


The mechanics of the new policy 
are quite simple. Transfer of any bal- 
ance at a member bank to the ac- 
count of a foreign central bank at the 
Federal Reserve causes a reduction in 
the reserve account of the member 
bank. To the extent that the outflow 
of gold is based on such transfers, re- 
serve balances are reduced, unless the 
Open Market Committee of the Fed- 
eral Reserve system buys governments 
and, thus, restores the reserve balance. 
So, merely by “sitting on their hands” 
under such circumstances, credit can 
be effectively restricted by the mone- 
tary authorities. 

Pressure on reserve balances which 
forces the member banks to borrow, 
and higher discount rates which 
trumpet the intentions of the mone- 
tary authorities, and also make it 
more expensive to borrow, reduce the 
“propensity,” to use one of Lord 


Keynes’ favorite words, of the banks 
to loan and invest. As the member 
banks have already disposed of a con- 
siderable portion of their short-term 
Treasury bills and certificates, they 
can only, as a practical matter, re- 
store their cash position through re- 
discounts. 

Such a credit policy inevitably 
brings tighter credit and higher money 


rates. But, here is the thing to re- 
member: When this tightening takes 


place, it is an indication that the 
downturn in business is not far off. 
And, as we know, a downturn in 
business will mean a reversal of the 
credit policies of the Federal Reserve, 
and basic supply and demand factors 
will also press interest rates down- 
ward. 

My conclusions are that the new 
credit restriction policy of the mone- 
tary authorities is effective, has caused 
a stiffening in rates, and will be con- 
tinued until business activity turns 
downward. 

The basic demands for capital will 
be sharply reduced when business ac- 
tivity slackens, if not before. 

Our capacity, both personal and 
corporate, to create capital is very 
great. Likewise, our ability to support 
expansion of bank credit is very great. 
As proof of this statement, consider 
the heavy increase in burden of more 
than $25 billion assumed by our credit 
and capital markets in 1952, with 
negligible changes in interest rates 
and they weren’t all increases, either. 





Once business activity turns down- 
ward, the credit policies of the Re- 
serve authorities will naturally un- 
dergo a change, and money rates will 
be lower. The extent that long-term 
rates will decline in the future will 
depend not only on basic forces, but 
also on the debt management policy 
of the government. As the present 
Administration seems determined to 
lengthen maturities, it must not be 
overlooked that the Treasury is in a 
position to increase the supply of long- 
term government obligations, thereby 
replacing the reduced volume of long- 
term bonds offered by the private 
sector of the economy. So, even 
though other economic factors indi- 
cate a long-term downward trend of 
interest rates, debt management must 
be carefully watched, as it can offset, 
or even more than offset, the basic 
tendency toward a lower level. 


Opportunity Here for Mortgage 
Lenders—the Prefab Industry 


Maybe it was a slow starter, and it certainly faced tremendous obstacles in 
the beginning, but when it hit its stride it began a remarkable record of 
growth. That’s the prefabricated homes manufacturing industry which last 
year accounted for 6 per cent of all homes built. Something better in the 
way of financing is needed industry-wise, says Mr. Taylor, who was recently 
president of the industry’s trade association. He thinks their industry and 
mortgage lenders ought to get together and see what can be worked out. 


T WAS difficult for the prefabri- 

cated home industry to get under 
way. We encountered many obstacles, 
not the least of which was that we 
had to use such materials and services 
as were at hand. We had to adjust 
our methods to using sizes and stand- 
ards that were developed for other 
building homes. Trucking 
companies were 
willing to transport 
our product but 
their equipment 
and general truck- 
ing service were 
not adjusted to 
any of our pecu- 
liar needs. The in- 
dustry took this 
in stride, realizing 
that it was a part 
of the general process of growing up. 


ways of 





J. C. Taylor, Jr. 


We have reached the stage where 
we need and in many cases are get- 
ting materials and services adjusted to 
meet our particular requirements. In 
some lines, however, little or no ad- 
justment has been made. To illus- 
trate, there is the question of local 
service for the equipment which we 
supply with our houses. Each year 
we add more equipment to the pack- 
age which we sell. If a refrigerator is 
added, then the manufacturer of the 
prefabricated house wants to be sure 
that the ultimate purchaser of that 
house will get as good local service 
for that refrigerator as the home- 
owner would get had he bought the 
refrigerator from a local dealer. 

It does not take much imagination 
to realize that the local dealer is very 
hesitant to agree to render that serv- 
ice for a nominal amount, because he 
feels that, since he did not have a 
part in the sale, he is being, to a cer- 


By JOHN C. TAYLOR, JR. 


tain extent, cheated out of his rights. 
As additional equipment is included 
in our package, it will be necessary 
if we are to be successful, that a com- 
plete new set of understandings be 
brought into play between the manu- 
facturer of the equipment from whom 
we, as prefabricators, buy it and the 
manufacturer’s service organization in 
the field. 

During 1953 there will be approxi- 
mately $500 million of mortgages 
placed on homes produced by our in- 
dustry. Of this, approximately 30 per 
cent or $150 million will be handled 
by acceptance corporations which var- 
ious manufacturers have formed to 
finance their builders. Those of us 
engaged in this industry and who do 
not have our own financing setup, 
will find that a lack of financing for 
our builders is one of the most serious 
drawbacks to the expansion of our 
business. We do not think that this 
lack of financing is due, in an average 
year, to lack of mortgage money, nor 
do we think that it is due to a lack 
of professional talent in the mortgage 
banking field. We do not think it is 
due to a lack of desire on your part 
to finance our product when it has 
been completed, nor is it due to a lack 
of public acceptance of our product. 

No one questions the marvelous 
job which you lenders, collectively, 
have done, nor the great contribution 
you have made in the general pro- 
gram of building houses and apart- 
ments for our people. Your industry 
is, however, set up at the local level. 
Servicing is done at the local level. 
A great deal of the permanent and 
the construction money financing is 
done at the local level. On top of 
this pattern of your operation, the 
prefabricated home manufacturers’ 


industry injects a demand for financ- 
ing to be carried on at the national, 
or at least the sectional level. Many 
of our customers operate in two or 
three towns, and when they use our 
product they build more houses than 
they were accustomed to building 
when operating conventionally. New 
models, new designs approved by 
FHA and recognized testing groups— 
such as the Bureau of Standards, often 
are looked upon with disfavor by a 
local institution, in spite of the fact 
that they represent great improvement 
and progress. 

This is the impact which we are 
making on your activities. 

We are not going to quarrel with 
the manufacturers of equipment, be- 
cause the readjustments necessary in 
the whole servicing program are not 
accomplished overnight, nor are we 
quarreling with the mortgage bankers 
because there is not in existence today 
the kind of a financing program that 
meets our needs and enables us to ex- 
pand our sales as rapidly as could be 
done. I am rather trying to point out 
the condition in which we find our- 
selves at this time, and asking the 
general question, “Is it necessary that 
the rest of us, professionals in the 
field of prefabricated houses but am- 
ateurs so far as financing is concerned, 
proceed with the formation of our 
own acceptance corporations on the 
grounds that the Mortgage Bankers 
Association of America and the pre- 
fabricators of houses in this country 
cannot sit down and work out a pro- 
gram for financing our product which 
will be profitable to you and satisfac- 
tory to us?” Certainly the preponder- 
ance of talent which exists in your 
ranks should make it possible to pro- 

(Continued on back inside cover) 
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HE agricultural policy which this 

nation pursues has been among 
our most important problems for at 
least and more im- 
portant than it is today. There are 
at least four reasons why 


30 years never 


>> Agriculture is so tied in with our 
total economy that we do not dare 
to allow it to get too far out of line 
with other phases. 

>> We must have a vigorous, pros- 
perous and expanding agriculture if 
we are going to produce the quantity 
of agricultural products required to 
meet the needs of a growing nation. 
>> There are certain basic social val- 
ues inherent in rural life which we 
cannot lose without grave danger to 
the future of our nation. These values 
are imperiled by economic instability 
in agriculture. 

>> The 16 per cent of our people 
who live on farms and the 40 per cent 
additional who are partially or wholly 


dependent upon agriculture constitute 
an element in the political picture 
which cannot be denied or overlooked 
in a nation where the people rule and 
where economic questions play an im- 
portant part in determining elections. 

American agriculture has changed 
mightily. One hundred and fifty years 
ago 85 per cent of our people lived 
on farms and it took all of them to 
produce enough food and fibre and 
shelter for themselves and the rest of 
us. A hundred years ago 68 per cent 
of our people lived on farms. Even 
as late as 1910 a third of our people 
were engaged in agriculture. 

Now the less than 16 per cent of 
our people who live on farms produce 
enough food, fibre and shelter for 
themselves and all the rest of us. In 
the case of a few commodities this 
production must be supplemented by 
imports but that is offset by substan- 
tial exports. 


This great increase in agricultural 
efficiency can be ascribed to several 
things — one is our heritage of rich 
soil; another is mechanization; an- 
other is our system of agricultural re- 
search and education. The combina- 
tion of these and other factors has 


made our farmers the best in the 


world. 


But until comparatively recently, 
farming was a self-contained industry. 
The farm produced most of the family 
food, woodlots and forests most of the 
fuel. Horses or oxen produced on the 
farm furnished the power. They didn’t 
consume gasoline. They were fueled 
by hay and grain grown on the farm. 
Much or ali of the clothing was pro- 
duced on the farm. There was little 
expense for hired labor because fami- 
lies were large and much work was 
interchanged with neighbors. Taxes 
were negligible. Capital investment 
was low; hence interest charges were 








Except for Korea, few national problems in 
Washington have such high priority as the farm 
question. The sharp drop in commodity prices, 
which has actually been underway for two years 
and is world wide in scope, earlier this year 
reached a point which caused some clamor to “do 
something.” Because it affects everyone pretty 
directly, the welfare of agriculture is always of 
prime importance. W hat's the outlook? Will pres- 
ent supports be continued? Even expanded? W hat 
will the government do with all the surpluses it 
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acquires? Are more situations like the present 
butter dilemma in prospect? In agriculture, no 
man’s opinion counts for more than Congressman 
Hope’s. Here he reviews the background of our 


' program for — of farm prices and tells why 


there can be no thought of quitting now, or in fact 
even curtailing to any extent. All this vitally affects 
every person in the country because it’s pretty well 
recognized that there can be no real and lastin 
prosperity in these United States if Rural America 
isn't sharing in it. 


unimportant. There was little on the 
farm that required insurance and if 
there was, farmers very largely carried 
their own risk. 

In other words until comparatively 
recent times farmers had little need 
for cash. ; 

Contrast that with the situation of 
the average farmer today. Not only 
the big farmer or the medium-sized 
farmer but the little farmer as well 
requires a heavy cash outlay. He must 
purchase his power in the form of 
tractors and farm equipment. He 
must purchase gasoline or distillate as 
fuel. He must buy fertilizer. Hired 
labor is costly if he can get it. He 
has a huge investment and requires 
much working capital upon which in- 
terest must be paid. He has large 
sums tied up in transportation equip- 
ment. He has a heavy outlay for in- 
surance and for taxes. The annual 
depreciation on his machinery and 
equipment amounts to far more than 
his entire cash outlay a few years ago. 

For these reasons it can be seen 
that while the market price of farm 
products was a rather unimportant 
factor a comparatively few years ago, 
today it is everything. Any farmer 
to stay in business must have substan- 
tial cash receipts from his production 
and in order to have anything for 
himself his prices must be high enough 
to pay these fixed charges and lay 
aside a reserve for depreciation and 
amortization of his investment. 





By CLIFFORD R. HOPE 


Representative from Kansas 
Chairman, House Committee on Agriculture 


All of these costs are determined by 
someone else, not the farmer. He has 
no bargaining power that will enable 
him to reduce them. If he consumes 
electric power the price of that is fixed 
by a public commission. The wages 
of his hired labor are fixed by com- 
petition with industrial enterprises 
where wages, hours and working con- 
ditions are determined by collective 
bargaining between well entrenched 
labor unions and industries which can 
pass high labor costs on to consumers. 

His taxes, his transportation rates 
in getting his products to market cen- 
ters, his insurance rates—all are fixed 
by law or by the action of state or 
Federal agencies. The price of his 
fuel and his fertilizer and his farm 
machinery and equipment is not the 
subject of bargaining as far as he is 
concerned. He simply pays what the 
sellers demand. 

On the other hand, with certain 
unimportant exceptions the farmer 
has nothing to say about the price of 
his products. If he ships his cattle 
and hogs to Omaha or Chicago he 
takes what the buyers offer him and 
they all offer him substantially the 
same. His alternative is to ship his 
livestock back home again. 

When he takes his grain to market 
he does not say how much he will take 
for it. He says “How much will you 
give me?” 

Thus, with few exceptions which 
are inconsequential, the farmer has 


nothing to say about the price of the 
things he buys or the price of the 
things he sells. Somebody else deter- 
mines both figures. Furthermore his 
unit cost of production especially in 
the case of crops depends very largely 
on the yield. The weather, insect 
pests and plant diseases have much to 
do with this, no matter how good a 
job of farming a man does. His corn 
may make 50 bushels an acre one year 
and 25 bushels the next. In the latter 
case, assuming that his expenses are 
exactly the same, the cost per bushel 
is twice as much as it was in the pre- 
vious year. 

This is not to say that good farm- 
ing doesn’t pay or that efficiency 
doesn’t reduce costs. The point is that 
no farmer can tell in advance what 
his costs are going to be. What other 
businessman could stay in business if 
both his costs and selling price were 
fixed by someone else and his pro- 
ductivity was determined in most cases 
by weather and other factors beyond 
his control? 

That is why during the last 25 or 
30 years so much has been attempted 
in the field of giving farmers stability 
in the way of prices for the things 
they sell at a level commensurate 
with the prices of the things they buy. 

Originally great hopes were held 
out for cooperative marketing on the 
theory that it would attain sufficient 
volume that farmers could control the 
supply going to market and thus have 
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something to say about the price of 
the product. That objective has sel- 
dom been reached although farmers’ 
cooperatives have been successful in 
many lines and have rendered great 
service to farmers by bringing about 
better marketing conditions. 

Another method that has been used 
—and quite successfully in the case 
of some commodities, particularly per- 
ishables—is that of marketing agree- 
ments. The best example of this is 
the milk marketing agreements in the 
various metropolitan milksheds of the 
country. Marketing agreements have 
been the case of 
fruits and vegetables produced within 
small geographical areas. My obser- 
vation has been that there are very 
few marketing agree- 
ments successful except 
where there were strong cooperative 
marketing 


successful also in 


cases where 


have been 
organizations engaged in 
the product. 

The most 
stabilize agricultural prices have been 
in the field of supporting prices 
through government loans and pur- 
chases. These efforts have included 
many commodities. In some cases it 


extensive programs to 


has been necessary to remove only a 
small quantity of a commodity from 
the market through government pur- 
chases. In other cases where major 
commodities of a perishable or semi- 
perishable nature such as potatoes, 
eggs and dairy products were in- 
volved, heavy losses have been sus- 
tained and valuable food supplies 
have been lost through spoilage or 
deterioration. 

The most successful operations 
however, as far as price supports are 
concerned are those dealing with the 
so-called basic commodities of wheat, 
cotton, corn, tobacco, rice and pea- 
nuts. These commodities are storable. 
They can be carried over from one 
year to another. The programs under 
which these operations were carried 
out included controls of production 
or marketing or both, which prevented 
excessive supplies from coming on the 
market. 

In the main these programs have 
been carried out by means of non- 
recourse loans or agreements by the 
government to purchase at the sup- 
port price. Considering the amount 
of money represented, the length of 


time the programs have been in up- 
eration, and the great importance of 
the commodities in question, these 
programs have cost very little. 

Supports on the basic commodities 
and a few others are mandatory. In 
addition the Secretary of Agriculture 
has authority to support the price of 
any other agricultural commodity pro- 
viding certain conditions are found to 
exist. 

A special price support program 
tailored to meet the peculiar situation 
of the commodity in question is that 
which has been set up for sugar. In 
this case the desired price is main- 
tained by regulating the amount of 
sugar marketed, with allocations to 
various producing areas. Differences 
in costs of production between do- 
mestic and foreign producers are ad- 
justed through payments to domestic 
producers. 

All price support legislation con- 
tains provisions for the protection of 
consumers. 

The successful types of price sup- 
port programs which I mentioned, 
such as those on the basic commodities 
and on sugar are based fundamentally 
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upon the idea of adjusting production 
and marketing to demand. Every one 
of them would have failed long since 
had it not been for this fact. 

Criticism of these programs has 
been made on the ground that there 
should be no control over the farmer 
in the production or marketing of 
farm products. Farmers themselves 
have never objected too seriously to 
these provisions. 


FARMERS’ CHOICE 

They would prefer to get along 
without controls if possible but they 
feel that the only way to prevent 
disastrous price drops is to hold pro- 
duction somewhere in line with de- 
mand. They know that all efforts to 
do this by voluntary cooperation have 
failed because of the human element 
which leads some to cooperate and 
others to do just the opposite. 

Because farmers believe that gov- 
ernment programs are the only way 
to bring about over-all reductions and 
because they feel that they are the 
fairest method of doing this, they have 
generally been favored. Such pro- 
grams cannot go into effect unless 
more than two-thirds of the producers 
voting in a referendum agree to them. 
The instances in which these proposals 
have been voted down are very few. 

Compared with the previous decade 
the war years and the years since the 
war have been good years for farmers. 
Net farm income increased from $4,- 
500,000,000 in 1940 to $16,700,000,- 
000 in 1948. Since then it has 
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dropped, being $14,700,000,000 in 
1952. 

Part of the increase is due to ex- 
panded production. For the last six 
years production has averaged 38 per 
cent above prewar. 1952 was the 
greatest year of all with production 
45 per cent up from the 1935-1939 
period. Of course a large part of the 
dollars and cents increase is simply 
inflation. 

This increase in agricultural pro- 
duction and income has enabled farm- 
ers to participate to some extent in 
the improved standard of living in 
this country. But agriculture generally 
has lagged behind other industries and 
those engaged in it still constitute an 
income group which is far below the 
average for the country as a whole. 

In 1952 the 15.9 per cent approxi- 
mately of our people who live on 
farms received only 8.7 per cent of 
the national income. This included 
both farm and non-farm income. Get- 
ting down to dollars and cents figures 
the average per capita net income of 
persons living on farms from both 
agricultural and non-agricultural 
sources was $924 in 1952, while the 
per capita net income of the non-farm 
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population was $1,827, or practically 


twice as much. 


To put it another way the average 
income of persons on the farm was 
50.6 per cent of the average income 
of the non-farm population. This is 
the lowest percentage since 1942. Net 
income—both farm and non-farm— 
has increased in recent years due to 
inflation. But the relative figures as 
far as agriculture is concerned have 
been deciining. 

The requirements which this coun- 
try may be expected to make of its 
farmers in the years immediately 
ahead look rather formidable to me. 


OUR GROWING POPULATION 


Our rapidly increasing population 
means that more production will be 
needed each year unless we reduce 
our standard of living. In 1940 we 
had 131 million people in this coun- 
try. Today we have 157 million, and 
at the present rate we'll have 175 
million by 1960. 


But that is not the whole story. Our 
per capita consumption today is 13 
per cent above prewar. Our exports 
have been and are substantial. We 
have used agricultural exports as an 
instrument of foreign policy in our 
world-wide campaign against Com- 
munism. This campaign is still going 
on. We continue to have a hungry 
world. While world population has 
increased 13 per cent since 1940 world 
food, production has increased only 9 
per cent. 
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So any way you look at it—whether 
from the standpoint of our domestic 
consumption or that of meeting the 
threat of Communism through food 
exports—the farmers of this country 
have a real job ahead. 


What about our production facili- 
ties? How much can we expand them? 
Well, on that point we have as much 
agricultural land in this country today 
as we'll ever have. We'll bring some 
new land into cultivation through rec- 
lamation, all of which will be very 
high priced. But for every acre we 
bring into cultivation that way we’re 
going to lose an acre through the 
normal expansion of our urban cen- 
ters, through the widening of our 
highways, the building of airports, the 
construction of recreation facilities, 
and the building of dams and reser- 
voirs. 

WHAT FARMERS MUST DO 

In other words the only way we can 
expand production in this country is 
by increasing the productivity of our 
present acreage. That means we've 
got to not only conserve but restore 
the fertility of our land. That costs 
money. It means farmers are going 
to have to buy more equipment. They 
are going to have to follow better 
farming methods. They are going to 
have to use more fertilizer. Capital 
investment as well as operating ex- 
penditures must be still farther in- 
creased. 

That kind of a program can be car- 
ried on only if there is assurance of a 
stable income. Unless a farmer has 
some idea of what his prices will be 
he will in many cases hesitate to incur 
the risk involved in making the heavy 
expenditures which will be required to 
finance such programs, if in fact they 
can be financed at all. 

We cannot blame farmers for wish- 
ing this assurance. Nor do I believe 
that there is any real difference of 
opinion among thinking people on this 
question. For many years both politi- 
cal party platforms have endorsed 
price support programs. Farm legisla- 
tion in Congress has been enacted very 
largely on a nonpartisan basis. Re- 
publicans in the Middle West and 
Democrats in the South have worked 
side by side in trying to solve these 
problems as far as it could be done 
by legislation. 

Now we have a new Administration 
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and a new Congress and this has 
created some discussion as to what 
our agricultural policies and _pro- 
grams are going to be. I don’t think 
there can be any difference of opinion 
as to policy. We must continue to 
expand our production and we know 
that cannot be done unless we give 
farmers every possible assurance of 
stability of income at a fair level. That 
is a general objective that I believe is 
accepted by everyone. The question 
is how to realize it. 


THE 90% FORMULA 


The President has stated on several 
occasions that present programs will 
be continued including price supports 
at 90 per cent of parity on the basic 
commodities for 1953 and 1954. Sec- 
retary Benson has stated the same 
thing on more than one occasion. 
There is only one way that this 90 
per cent support price for 1953 and 
1954 can be changed and that is by 
Congress. Congress is not going to 
change it. Price supports at 90 per 
cent of parity are going to be con- 
tinued on the basic commodities dur- 
ing this two-year period. What hap- 
pens after that will be up to Congress 
and the position of Congress today, 
which I think will be the position of 
Congress a year from now, is not to 
give up any farm program until we 
have something better to take its 
place. 

I understand that rumor has it that 
Secretary Benson will not carry out 
the present program. Such rumors are 
an insult to one of the most conscien- 
tious and honest men who has ever 
occupied a high government position. 

Quite aside from the pledges that 
have been made it would be impos- 
sible to make radical changes in our 
agricultural programs without seri- 
ously affecting our agricultural econ- 
omy and the economy of the whole 
nation. No one realizes this more than 
Secretary Benson and no better proof 
that he realizes it is shown than his 
action in retaining price supports on 
butter at 90 per cent of parity. 


THIS ONE IS BAD 


This butter program is admittedly 
unsatisfactory. It is conceded by 
everyone that it is not the ultimate 
answer to the problem. But it must 
be admitted also that it would be far 
worse as far as the general economy 


of this country is concerned to drop 
the butter price support program 
without having some satisfactory pro- 
gram to take its place, than it would 
be to continue it for the time being 


If our policies are changed what are 
those changes likely to be? Well, in 
the first piace there will be no change 
of objectives. These objectives as set 
out in President Eisenhower’s speeches 
during the campaign and by expres- 
sions since then, and by Secretary 
Benson’s statements since his appoint- 
ment as Secretary, are parity prices in 
the market place and a fair share of 
the national income for agriculture. 
These objectives are substantially the 
same as we have had since farm pro- 
grams first came into operation. 


If we carry them out it means hold- 
ing farm prices in line with the prices 
of things farmers buy. If other prices 
go down, farm prices should go down 
also. But if farm prices alone go 
down, we run the risk of bringing on 
that kind of a dislocation in our econ- 
omy which on other occasions has 
brought on general depressions. 

Secretary Benson has indicated that 
he expects to achieve these objectives 
by supplementing price supports with 
other programs or possibly in some 
cases substituting other methods for 
price supports. 


BLUEPRINT FOR THE FUTURE 


As far as I know Secretary Benson 
has not announced specifically all the 
things he intends to do but I think 
we can assume that the things he has 
in mind include at least some and per- 
haps all of the following: Expansion 
of farm co-operatives; more agricul- 
tural research and education in pro- 
duction to bring about increased 
efficiency and better management; ex- 
pansion of programs to conserve and 
rebuild our soil and water resources; 
more international trade to provide 
better markets for our export com- 
modities; improved and up to date 
provisions for agricultural credit; bet- 
ter management of agricultural im- 
ports; expanded research and educa- 
tion in the field of marketing to give 
farmers more to say about the price 
of the things they sell. 

While these and any other programs 
which may be proposed are being de- 
veloped we must continue price sup- 
port programs, improving them in 
every way possible. 


This country is a nation 

of varied industries, 

diverse interests, many pursuits. 
New products, new developments, 
all the things that make for progress, 
are always coming along and 
together they explain 

















THE STRENGTH OF OUR ECONOMY 


By W. WALTER WILLIAMS 
Undersecretary of Commerce 


Past President of the Mortgage Bankers 
Association of America 


OR two and a half years now, we 

have been living in a mixed econ- 
omy, neither total war nor total peace. 
We have adjusted to the situation 
admirably in an economic sense—so 
well, in fact, that there is a disposi- 
tion to regard defense spending as a 
rather comfortable crutch; and there 
exists in some minds considerable 
anxiety about the readjustment which 
will follow the cut in military spend- 
ing. This very ability to produce, 
which has enabled us to carry the 
Korean war with relatively little eco- 
nomic dislocation, now appears to 
some as a bogey which would seem 
to threaten to throw the economic 
mechanism out of balance. 





I cannot chart the course of busi- 
ness in 195X, but I am genuinely 
concerned about the problems of 
transition from a high-level defense 
economy to something less than high- 
level as defense spending tapers off. 
But there are dynamic qualities in 
our economy — moving forces which 
promise through the efforts of free 
men to maintain the over-the-years’ 
expanding growth pattern, which will 
carry us through and beyond the 
period of readjustment about which 
some persons are doing some worry- 
ing. Always in our economy there is 
change. Some of it is planned; most 
of it is unplanned—that is, unplanned 
by any central authority. It is mainly 


spontaneous, due to the constant in- 
terplay of one force against another. 
Our economy is not completely free. 
It never has been and never will be. 
But it retains that substantial degree 
of freedom which permits the constant 
adjustment of each factor to changes 
in all other factors. Free markets are 
always seeking equilibrium—a balance 
of opposing forces. But they never 
reach equilibrium because there are 
always new forces generated within 
and outside the equation which inject 
new variables or alter those already 
present. This is the secret and the 
strength of a free economy. 

One of these dynamic elements in 
our economy is geographic—the dis- 
equilibrium resulting from more rapid 
growth of one region or area. I come 
from the West—the Far West. Today 
it is no longer a frontier in a literal 
sense, but its development in recent 
years has served the same purpose as 
the earlier movement into the wilder- 
ness. It has stimulated growth not 
only in the West itself, but in the 
nation generally. This process was 
speeded up during the war when ship- 
yards and aircraft factories mush- 
roomed on the Coast, but the war by 
no means either started it or finished 
it. From 1920 to 1940 the population 
of the eleven western states increased 
54 per cent; from 1940 to 1950, an- 
other 40 per cent. During the latter 
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ten-year period, the eighteen metro- 
politan areas of the West registered 
gains ranging from 30 per cent to 110 
per cent. All of this brought the 
population of the eleven states to a 
total of 20-million, 13 per cent of the 
United States total. 

These developments have an eco- 
They depend on growth 
of manufacturing, agriculture, and 
mineral products — the oil of the 
Southwest, the timber and water 
power of the Northwest, the 20-mil- 
lion acres of irrigated land through- 
out the whole West. The record is 
not uniform, of course. The West 
contains the highest and the lowest 
spots in the nation, the hottest and 
the coldest, the wettest and the driest. 


nomic base. 


Some of its parts are just as diverse 
economically speaking. California has 
over half the population; yet in the 
past decade, Arizona, Nevada, Ore- 
gon, Washington, New Mexico, and 
Utah also ranked among the top ten 
states in rate of growth. The West, 
with 13 per cent of the nation’s popu- 
lation, accounts for 20 per cent of the 
mineral production and 18 per cent 
of the farm income, but—not with- 
standing the growth in recent years 
only 9 per cent of the manufacturing 
industry. The West is steadily becom- 
ing more self-sufficient in industry, 
however. The growth of industry in 
the West also means the growth of 
industry in the East, because western 
products earn dollars that are used to 
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purchase eastern products. Through- 
out its history, the West has constantly 
benefited from free interchange of 
goods across the country, and so has 
the East. 

I don’t know that any one has cal- 
culated the population which the 
West could support if it were required 
to be entirely self-sufficient, but it cer- 
tainly would be far less than 20-mil- 
lion. In my own state of Washington, 
we could get awfully tired of lumber 
and apples and fish if we were unable 
to bring in the automobiles and cloth- 
ing and rubber products and appli- 
ances which come from other states. 
Here, then, is a lesson for us in the 
importance of a market free of trade 
barriers from border to border and 
coast to coast. It is a means through 
which the dynamic qualities of a de- 
veloping area feed back into the na- 
tional economy. I used the West for 
my example. It could have been 
Texas. It could have been the indus- 
trial growth of the Deep South. 

A growing region is important to 
the nation also because its needs are 
out of proportion to its population. 
It needs new homes and schools and 
stores, not only for replacement, but 








also to accommodate the people who 
weren’t there before. Thus the West, 
with its 13 per cent of population, 
required 19 or 20 per cent of the new 
construction. Westerners, moreover, 
have developed a somewhat different 
style of living, which again reflects 
back on the market for all sorts of 
products. They have 30 per cent more 
cars, and their average income is 124 
per cent greater than the average for 
the nation. 

The second of these dynamic in- 
fluences or elements constantly at 
work within our economy in this never 
ceasing battle between equilibrium 
and disequilibrium is the development 
of new industry and new products. 
Everything I have said about the dy- 
namic effect of regional growth is 
equally true, and even more obvious, 
with respect to the development of 
new industries and new products on 
the national scene. Over the past half 
century, our production of goods and 
services has increased at an average 
rate of 3 per cent a year, and our 
standard of living along with it. In 
the decade from 1940 to 1950, the 
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average annual rate was 5 per cent. 
Again, however, this has not been a 
smooth, steady precess, in which all 
industries participate equally. Within 
the total, some industries have barely 
kept pace with the growth of popula- 
tion or, like the coal industry, have 
actually gone down hill. These are 
over balanced by an irregular proces- 
sion of growth industries which run 
ahead of the trend line. The historic 
record of the automobile industry is 
classic in this regard, rising from noth- 
ing to a $10-billion annual production 
during fifty years. Today the manu- 
facture of automobile tires alone em- 
ploys more workers than all phases 
of the horse-and-buggy industry which 
was displaced after the turn of the 
century. The automobile has become 
a fourth major component of the 
family budget, along with food, cloth- 
ing and shelter. 

The same story is repeated a hun- 
dred times over, on a smaller scale, 
in various phases of industry. One of 
the great fields of development in re- 
cent years has been synthetic fibres— 
first rayon; then nylon; and more re- 
cently orlon, dynel, and others — all 
conceived in the test-tube a few years 
back and now remaking the textile 
industry. Other phases of chemicals 
have a similar growth record — de- 
tergents, synthetic rubber, and anti- 
biotics. Production of plastics in 1951 
was 2.4-billion pounds, ten times as 
great as a decade earlier and greater 
than any of the non-ferrous metals. 

As another example, take the prod- 
ucts developed from the timber of 
the Pacific Northwest. It was a novel 
idea, at first, to peel veneer from logs 
and glue the slices together for added 
strength. The plywood industry since 


1925 has had an average annual 






a 


growth of better than 12 per cent; 
some 3-billion square feet were used 
last year in a thousand different ways. 
It is one of the big reasons why in 
the state of Washington we employ 
almost the same number of men in 
forest products today as a quarter of 
a century ago although we cut only 
half as much timber. The plywood 
industry, moreover, uses over 50,000 
tons of glue every year, which has 
stimulated the chemical industry 
and occasioned research to develop 
stronger and more durable adhesives. 
In similar fashion, the chemical in- 
dustry, through its development of 
synthetic fibres, has given business to 
our pulp mills in the Pacific North- 
west which supply most of the raw 
material. 

Another growth industry in our sec- 
tion of the country has been frozen 
foods, which had its start not many 
years ago with the berries frezen in 
barrels for commercial use in jams 
Improved freezing tech- 
niques led to a wider range of frozen 
products, and the packaged product 
for consumers. Production has spread 
throughout the country although our 
area still is a leader, and frozen foods 
today are reaching every 
American kitchen. The industry since 
1938 has had an average 
growth of 19 per cent. 


and sauces. 


almost 


annual 


Again, in recent years the annual 
rate of growth for production of anti- 
biotics has been 118 per cent; tele- 
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vision sets, 113 per cent; home freezers 
and clothes dryers, each 71 per cent; 
synthetic rubber, €8 per cent. 

It is in the very nature of these 
developments that they are largely 
unpredictable — at least, that their 
exact nature and full impact cannot 
be predicted. Certainly it requires no 
second sight, however, to foresee that 
the years immediately ahead will 
bring great new developments in jet 
aircraft, in color television, and in 
atomic energy. Almost equally cer- 
tain are widespread use of plastics in 
place of metals, revolutionary new 
methods of preserving foods, and con- 
quest of tuberculosis and other di- 
seases. No doubt the really most im- 
portant developments of the next fifty 
years are not even dreamed at the 
present time. Who knows what new 
worlds will be opened up when we 
are able to propel a rocket beyond 
the earth’s gravitational field, an ac- 
complishment which the scientists now 
tell us is within our reach. 

All of this, however, is speculation. 
The only really certain thing is change 

and in all likelihood an increasing 
tempo of change. Technology feeds 
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upon itself. We have today close to 
200,000 research workers in private 
industry whose job it is, in a broad 
sense, to keep the American economy 
growing through the development of 
new products and new 
Moreover, the lapse of time between 
the development in the laboratory and 
its practical application on the dinner 


processes. 


table or in our automobile has been 
substantially reduced. Fifty years ago 
it could be said that applied science 
was pure science twenty years later; 
today the interval is much shorter 

often only five years and sometimes 


one or two. 


Here, then is a second broad area 

the industrial as well as the geo- 
graphic — in which uneven develop- 
ment of various segments feeds back 
into the economy and keeps it mov- 
ing and growing. 


Geography and industry are perhaps 
two different approaches to the same 
phenomenon. There are still others. 
Consider the third of these dynamic 
factors productive of change in our 
economy. Take population shifts. 
Every one knows that the numbers of 
old and young in our population have 
been increasing far more rapidly than 
the population generally. From 1930 
to 1955 the number of people 65 and 
the United States will have 
increased 112 per cent while the num- 
ber under 65 will be up only 28 per 
This, of course, has created so- 
cial problems, but it also has created 
important new markets for products 
designed especially for the needs of 
older people. Similarly is the growing 
importance of the children’s market. 


over in 


cent. 


Another type of population shift of 
the from 

During the 
twenty-five increased 
their populations only 11 per 
within their city limits, but 37 
cent in the suburban metropolitan 
areas. People live differently in sub- 
urban areas; that’s why they move 
there. This creates a shift in demand 
for goods and services, which again 
It may be noted 
in passing that these population shifts 
are themselves, in large part, a result 
of other dynamic factors in the econ- 
omy—the suburban movement a re- 
sult of industrialization which has 
over crowded our cities, and the in- 
crease in the number of old people 
a result of medical developments 


movement away 


the 


cities 


course is 


the cities. forties, 
largest 
cent 


per 


is a dynamic factor. 
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which have added twenty-one years 
to our life expectancy during the first 
half of the century. 


I've mentioned three areas within 
our economy graphically illustrating 
this far-reaching effect of change, of 
the struggle between balance and dis- 
balance, equilibrium and disequilib- 
rium. One could multiply indefinitely 
the types of changes on the American 
Scene and their inter-relationships. In 
the field of finance, for example, the 
growth of instalment loans to a $16- 
billion business was both a result of 
and a factor contributing to the wide- 
spread ownership of automobiles and 
household appliances. Some develop- 
ments which of themselves are un- 
favorable, such as the dwindling 
supply of certain natural resources, 
become the occasion for other devel- 
opments of great importance. When 
natural rubber, for example, was cut 
off during the war, it gave impetus to 
the development of synthetic rubber. 

Change is the law of the universe. 
America has no monopoly on progress. 
Yet undeniably, as a nation our stand- 
ard of living is high and we are pro- 
ductive. Is it because we are more 
intelligent? No—we have no monop- 
oly on brains or technology; not even 
for that matter of know-how. We 
would delude ourselves dangerously to 
believe that we are any smarter than 
our potential enemies. Where, then, 
is the secret of our great material 
strength? Partly in resources, to be 
sure; partly in the advantage of a 
great, diverse territory undivided by 
political barriers. But I come back to 
the manner in which dynamic forces 
operate in America to keep the econ- 
omy a little out of balance, always 
seeking an unattainable equilibrium 


and therefore always moving and 
progressing. This is true of other 
economies, too, but of none so true as 
our own. Again, why? Why are the 
forces of change stronger in America? 
And why is our economy so responsive 
to them? 


We must go back to purely eco- 
nomic factors to the political and so- 
cial climate in which they operate, 
The forces of change are strong be- 
cause Americans believe in change 
and progress; because we believe in 
opportunity. Our standard of living 
rises in large part for two reasons: 
first, because we have a climate in 
which the leadership and imagination 
which contribute to higher living 
standards are encouraged and re- 
warded; second, because as consumers 
we demand that it rise, and we do 
so because we have been taught that 
every American may continually as- 
pire to better things. America is not 
quite a classless society, but nowhere 
in the world are the lines of class 
less distinct and nowhere is there more 
movement among classes. Perhaps it 
can be summed up by saying that the 
forces of change are strong in America 
because we are free men. 


By the same token, once new de- 
velopments take place, our economy is 
responsive to them for precisely the 
same reasons — because it is free to 
move and adjust. This freedom is not 
absolute—and we must recognize the 
compromise between complete free- 
dom and the necessary regulation and 
adjustment of many phases of a com- 
plicated industrial society—but still it 
is the antithesis of the society where 
all economic activity is part of a 
master-plan designed not to meet the 
needs expressed in the market place 
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but arbitrarily determined by a central 
authority. 


WHAT IS AT STAKE 


What do we need to strengthen 
these qualities in the American econ- 
omy that make it great? Obviously, 
we need, for one thing, a better and 
broader understanding of how it op- 
erates and why. We need a broader 
spread of sound, economic education. 
We need more understanding on the 
part of more and more people—labor, 
management, educators, every one— 
as to what makes our economy “tick.” 
We need constant and conscious en- 
deavor to build greater freedom into 
the structure of our institutions, po- 
litical, social, and economic. We need 
more concern for the true security 
which lies in a strong society of free 
men. But beyond and back of all this, 
we need a keener and more personal 
appreciation of the tremendous values 
at stake. 

The strength and vigor of the 


American economy are key factors in 


a divided world. On the one hand, 
we are threatened with the destruc- 
tion of values which are inherent in 
our own and every other great re- 
ligion of the world, values which are 
based on the worth and importance 
of individual human personality. On 
the other hand, we have the oppor- 
tunity to raise not only America but 
all mankind to a level where, for 
the first time, we will truly be masters 
of our environment. 

We are sometimes accused of being 
materialistic. But if a slave-state could 
produce an abundance of material 
goods even beyond our capabilities, 
still we could not tolerate the destruc- 
tion of the soul by slave-labor tyranny. 
The fact is that only through freedom 
can we achieve the constant progress 
that makes for spiritual as well as ma- 
terial well-being. 


FALSE STANDARDS 


America too often is measured by 
her chewing gum and speed and 
grade-B movies—the incidental prod- 


ucts of an economy where people get 
what they want, and don’t always 
want the best. True it is that a free 
society in the last analysis will be no 
better than the men who comprise it. 
Therein, actually, lies our greatest 
challenge. We have the techniques 
whereby all men can earn the leisure 
and comfort enjoyed in earlier periods 
only by the very few. Certainly these 
will not automatically give men 
greater love for man and God. I can- 
not believe that it would be better ac- 
complished, however, if we were re- 
quired to suffer the pain and disease 
which have been relieved by modern 
medicine and chemistry; if we were 
denied the comforts of household ap- 
pliances, the convenience of modern 
transportation, and the pleasure of 
radio and television; or if we were 
required once again to labor from 
dawn until dusk on a meager diet. 
The wonders of technology are not 
themselves the answer to man’s prob- 
lems, but they are indeed a part of 
the answer. 
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Life Companies Earn More 





NVESTED life funds 
earned a higher rate of interest in 
1952 than in 1943. 


insurance 


any year since 
The net rate of interest earned on 
life insur- 
ance companies was 3.28 per cent in 
3.18 per 
The low point was 
reached in 1947, when it was 2.88 per 
cent. 


invested funds of all U.S 
1952, compared with cent 
the year before. 


Not all of the gain in earnings was 
funds available for 
policy obligations, however, as Fed- 


translated into 
eral income tax payments also rose. 
The net earning rate after taxes was 
3.07 per cent, compared with 2.98 
per cent the year before. 

The 


than the 4.10 per cent average in the 


1952 rate was one-fifth less 


less than the 
9.07 per cent average in the Twenties. 


Thirties and one-third 

“During 1952, life insurance earn- 
ings reflected the general upturn in 
interest rates which applied to new 
investments made, but they also bene- 
fited in some degree from additional 
portfolio shifts during the year. There 
tendency to main- 


was a continued 


tain a higher share of funds in cor- 
porate securites and mortgages and 
a smaller share in the lower yielding 
government securities,” 


Life 


says the Insti- 


tute of Insurance. 


Placement of life funds 


insurance 
followed 
the trend in demand for « apital funds. 
Chis 


earning rate 


for investment has always 


was a factor in the declining 
in the Forties, as more 
and more life policy dollars went into 
U.S. Government securities. Since the 
war, as the need for capital funds to 
finance business and industry has 
grown, life insurance funds have in- 
creasingly moved into corporate se- 
with a higher yield 


curities, rate 


potential. 


In the years since the war’s end, the 
life insurance investment in corporate 
securities has grown from 24.7 per 
cent of total assets to 43.7 per cent. 
At the same t'me, holdings of U.S. 


Government securities have declined 
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from 45.9 per cent of total assets in 
1945 to 13.7 per cent at the start of 
this year. 

The net rates of interest earned on 
invested life insurance funds over the 


TREND OF EARNING RATE 
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3.284 


past 30 years were: 


1923.... 5.18% 1936 3.71% 
es.... Ril 1937. 3.69 
1625.:.. S21 1938. 3.59 
1926.... 5.09 1939.... 3.54 
1027.... 5S 1940. 3.45 
1928.... 5.05 1941. 3.41 
1929.... 5.05 1942 . 3.40 
1930.... 5.05 1943.... 3.29 
1931.... 4.93 1944. 3.19 
1932.... 4.65 1945. 3.07 
1933.... 4.25 1946. 2.92 
1934.... 3.92 1947. 2.88 
1935.... 3.70 1948. 2.96 
Before After 
Fed. Inc Fed. Inc. 
Taxes Taxes 

SEs eaaedcecs 3.06% 2.98% 
ee 3.13 3.00 
ere 3.18 2.98 
SN eenleue 3.28 3.07 


Before 1949, the rates were calcu- 
lated after deducting only such Fed- 
eral income taxes as were deducted 
by the individual companies in de- 
termining their net investment in- 
come. Since 1951, a revised reporting 
basis has been used in the official 
state reports, giving rates slightly 
lower than they would have been on 
the old basis. 
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How Deep the Tax Bite 





HAT a Goliath it became—in 

40 years. The income tax, that 
is. It all started back in 1913 in a 
rider to the Underwood Tariff Act. 
Today the income tax isn’t the tail, 
it’s the dog, and a pretty big one at 
that as every American is painfully 
aware these days having just passed 
through the ordeal of paying up. How 
long will these high taxes go on? 
Congressman Reed says not at this 
pace and is trying to put his ideas 
into legislation. But the budget comes 
first—no tax relief until there’s a 
balance in the budget. 

Come what may, the American peo- 
ple have just been through the tax 
wringer as they never experienced it 
before. For the fiscal year ending next 
June 30, the federal, state and local 
levy for each man, woman and child 
in the nation will hit an estimated 
$558—an increase of 8.6 per cent over 
the record 1951 figure. 

Compared with pre-Korean fiscal 
1950, this increase amounts to 62 per 
cent. It’s 47 per cent above the World 
War II peak, more than five times 
pre-war 1940. 

This year’s total tax bite will 
amount to some $87.7 billion—78 per 
cent of which will go to the federal 
government. Of Uncle Sam’s $68.7 
billion, the biggest piece is being raised 
from individual income taxes. These 
will bring in $33.6 billion, compared 
with $23.7 billion from corporate in- 
come taxes, $9.8 billion from excises, 
and $1.6 billion from customs duties, 
estate, gift and other miscellaneous 
taxes. Thus it’s the income tax that 
really keep the wheels turning. 

The biggest tax eater is the federal 
government and its take has been 
growing in leaps and bounds. Other 
taxing bodies haven’t been doing badly 
either. Compared with the total $68.7 
billion federal take, the state govern- 
ments will get $10 billion, the thou- 
sands of city, county and other mu- 
nicipal governments only $9 billion. 

This showing by the various state 
and local governments is small only 
when compared with the Federal Gov- 
ernment’s tax demands. 


Compared with 1940, the local gov- 
ernments’ per capita tax take has risen 
68 per cent, the states’ 156 per cent. 
But the Federal bite of $437 per 
capita has soared a mighty 1,050 per 
cent. 

Go back to 1890, and the local load 
has risen a little less than tenfold, 
the states 41-fold; but the Federal’s 
has soared 73-fold. 

Federal taxes were relatively light 
in the early days of the republic. Ex- 
cept in times of war, customs duties 
and a few excises carried most of the 
cost of running the federal establish- 
ment. During the Civil War, the Fed- 
eral bite bounded sharply upward; the 
first income tax appeared at the same 
time. The top rate was about 3 per 
cent compared with 92 per cent for 
1952 and 94 per cent during World 
War IT. 

Local governments continued to 
lead both the Federal and state gov- 
ernments as consumers of tax dollars 
until World War I, when the federal 
took the lead. By 1927, local govern- 
ments had regained the lead; they 
held it until 1937, when the Federal 
surged back in front. 

State and local governments have 
conducted a see-saw battle for second 
spot since World War II, with the 
states in front for the past three years. 

Why these heavy taxes today? You 
know the answer of course—war. But 
actually we’re taxed more than many 
foreigners where war has hit harder. 
In Canada rates range from 17 per 
cent on the first $1,000 of taxable 
income to 85 per cent on income over 
$250,000. This compared with 22.2 
per cent on the first $2,000 of an 
American’s taxable income to 92 per 
cent on earnings over $200,000. And 
July 1 Canadians will get an 11 per 
cent slash in present rates. 

Exemptions are higher in Canada. 
A married couple gets a $2,000 ex- 
emption plus $500 for each depend- 
ent. With two children, this adds up 
to $3,000. A similar U.S. couple 
would get an exemption of only 
$2,400—$600 each for the husband, 
wife and each child. A Canadian 





<> 


couple with two children and income 
of $5,000 would pay a tax of $380— 
$86 less than the $466 a similar U.S. 
couple would pay. 

A Mexican wage-earner’s tax bur- 
den is even lighter than a Canadian’s. 
His tax rate ranges from 1.4 per cent 
on income between the equivalent of 
$276 and $420 a year to 40 per cent 
on income over the equivalent of 
$115,140 a year. 

In major nations of Western 
Europe, however, taxes hit moderate- 
income families harder. In Britain 
this hypothetical $5,000 income fam- 
ily would pay:a hefty $1,870. British 
rates range from 15 per cent on the 
equivalent of the first $280 of taxable 
income to 97% per cent on income 
over $42,000. But a cut is coming. 

In France, a $5,000 family would 
pay a tax of $1,787. Upper-bracket 
taxpayers, however, fare better than 
in the U.S., since the top French rate 
is only 60 per cent—on income over 
$42,000—compared with the 92 per 
cent top in the U.S. 

The same family in Italy would 
pay a tax of only $650. But that’s still 
$184 above the U.S. tax. The top 
rate — 58 per cent on income over 
$790,000—is much lower than in the 
US. 

And in France and Italy income 
taxes are hard to collect—principally 
because taxpayers often use every ruse 
to avoid paying. 

If March 15 left you tax happy and 
you'd like to get away from it you 
could move some place where the tax 
burden isn’t so heavy. Switzerland, 
for example. There the federal in- 
come tax for single persons ranges 
from 0.4 per cent on income over 
$462 to 934 per cent on income over 
$13,860. For married persons it’s 0.4 
per cent on income over $693 to 934 
per cent on income over $17,787. 

Or Bermuda, Nicaragua or Uru- 
guay. In none of these places is there 
any regular tax on personal income. 
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Conditions in the mortgage business and the desire to find out what’s ahead 





proved a powerful attraction for MBA’s regular Eastern Mortgage Confer- 
ence in New York this year. But, as it turned out, some of the important 
decisions members were most interested in were being announced just as 
they were getting back home. 


r MAY been the continued 
and even increasing stagnation in 


FHA and VA markets with the 


members to learn 


have 


the 
resultant 
what to expect next, it might have 
been the lure of Easter in New York, 
it might have been the desire to hear 
HHFA Administrator Cole, but what- 
MBA’s 1953 Eastern 


Mortgage Conference proved to be 


desire of 


ever it was, 
the largest regional meeting the Asso- 
held. Nearly 850 


ciation has were 


there. 


What with the FHA and VA mar- 
kets as disorganized as ever, mortgage 
men everywhere were interested to 
learn what action if any might be in 
the wind as to interest rates for these 
loans. Few suspected that two days 
later the Treasury’s long-term financ- 
ing plans would be announced for a 
at 3% per cent, high- 
Had that de- 


velopment been foreseen, the bewil- 


30-year bond 
est rate in 20 years. 
derment would have been deeper than 


it was. 

Mr. Cole made an excellent impres- 
Younger than 
known 


sion on the conference 


almost anyone who had not 
him before would have anticipated, 
he had no precise formula to offer for 
Administration would 


the field of 


what the new 


do or would not do in 


housing and housing financing. As he 
said, after only three weeks in Wash- 
ington his chair there had not been 
completely warmed up. Most impor- 
tant observation he made was that he 
was convinced the question of the in- 
terest rate on federally-aided home 
loans ought to be decided definitely 
and quickly. 

MBA 


More specifically he told 


members that: 

“T think we should have a full fresh 
look at all major aspects of housing 
in which the Federal government is 
concerned. I am initiating steps to 
get such a study under way. Before 
formulating my recommendations I 
want to obtain the views of all groups 
experienced in providing housing and 
informed on the housing needs of our 
communities and our people. 


“Questions should be raised and 
thoroughly explored on two basic 
fronts. At this point I want to make 
it clear that I am asking questions 
The answers must 
and are 


and seeking facts. 
until the facts are in 
subjected to careful study. 


wait 


“One area of study relates to the 
best type of organization for Federal 
activities in the housing field. Should 
they be grouped together on the basis 


of common housing purpose, as at 


present? If so, is the present Agency 
set-up the best, or should it be 
changed? Or should these housing 
activities be separated as to type of 
function—lending, welfare, construc- 
tion—or on some other basis, and re- 
lated to others of similar nature? 
What are the relative advantages and 
disadvantages of these alternatives? 
These are the kinds of questions to 
which I think reasonable people would 
expect any fair-minded Administrator 
to find his own answers. 

“The other field of exploration is 
that of present housing policies and 
programs in relation to our housing 
economy and requirements. My ob- 
jective here will be to preserve and 
strengthen those found to be sound 
and effective in achieving the desired 
goals, to revise, replace, or eliminate 
those not accomplshing adequate re- 
sults, and to formulate other means 
as may be needed to support a strong 
housing economy, to improve the liv- 
ing conditions of all families, with 
emphasis on those of lower income, 
and to speed the elimination of our 
slums. 

“The first thing I am undertaking 
to do is to identify and define the 
housing areas that call for intensive 
examination. The next step will be 

(Continued on page 30) 


A lot of members attended the New York Conference, around 850 of them. That’s Harry Held getting a session underway and 
others, from left, are W. A. Clarke, Samuel E. Neel, President Brown L. Whatley, HHFA Administrator Albert M. Cole, Raymond 


Rodgers and Wallace Moir. Right, out in the foyer where, as usual, another session almost complete in itself, is underway. 





The Mortgage Banker camera, wending 
its way through the heavy crowds at the 
Commodore, recorded some who were 
there: Top, left to right, Lewis Grinnan, 

Jr., Lewis Grinnan 
Co., Dallas; John 
Tonner, Fidelity- 
Bankers Trust Co., 
Knoxville, Tenn.; 
and Franklin D. 
Richards, Washing- 
ton, D. C. Right 








photo, top, in this 
group from right, 
Murray L. Jones, 
Kansas City Title 
Insurance Co., Bal- 
timore; James E. 
McGehee, James E. 
McGehee & Co., 
Memphis; John D. 
Scully, Chase Na- 
tional Bank of New 
York. 


Second row, in 

this group from 

right, Lon Worth Crow, Jr., Lon Worth 
Crow Company, Miami; William A. Martin, 
Federal Title and Insurance Corp., Miami 
Beach; and James Snellings, American Fire 
and Casualty Company, Orlando. Florida. 
Right photo, a group of Eastern members, 
the man with his hat on being Hugo 
Steiner, Berkeley-Steiner, Inc., New York. 





Third row, Paul Jones, New York Life 
Insurance Co., New York; Randall H. 
Hagner, Randall H. Hagner Company, 
Washington, D. C. Right, a group going 
into the session. 


At the bottom, left to right, among these 
are Fred Orr, Cleveland, and in the next 
group are Joseph Miller of New Orleans 
and T. T. Hyde III, First Mortgage Cor- 
poration, Richmond. In the third group 
from left are J. E. Foster III; J. E. Foster, 
Jr., of J. E. Foster & Son, Fort Worth; 
King Upton, First National Bank of Bos- 
ton; A. E. Soniat and Pat L. Davis of 
J. E. Foster & Son, Inc. 
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to determine the best approach to the 


study of each. Finally, direction and 
each area 


findings 


objectives must be set for 
of review so that conclusive 
and results can be obtained on which 
to formulate supportable recommen- 
dations for the President’s considera- 
tion 
“Such a 


require 


study will, of 


time, 


broad-scale 


course, considerable and 
it is questionable at this time whether 
these major recommendations can be 
firmed up in time to be considered at 
this session of the Congress 


“In the meantime, I am instituting 
a detailed review of present programs 
and Agency operations with two ob- 
One efficiency 


eliminate unnecessary 


jectives: is to improve 


and to any 
functions or any waste or duplication. 


The 


suc h 


other is to make or recommend 
adjustments in present policy 
as will make 


responsive to current 


and operations present 


programs more 

requirements. 
“Pending the results of the inclu- 

I have 


judgment that no major changes in 


sive study outlined, it is my 


policies or programs should be under- 
taken 


approach and make more difficult an 


To do so would be a backward 


orderly review and reappraisal of all 


aspects of housing policy. 


“In line with this view, I recom- 
mended to the Independent Offices 
Subcommittee of the House Appro- 


priations Committee on March 23 
that the new starts of low-rent public 
1953 be 


level most 


housing for the fiscal 
35,000, the 


year 


limited to re- 


cently approved by the Congress, 
instead of the 75,000 units recom- 
mended in the original budget sub- 


I stated that this change was 
Office of the 
concurrence. I 


mission 
made by the 
with 


Executive 
President my 
said that in my opinion, the fair and 
to do is to continue 
that 


have completed our review and are 


consistent thing 


the program at level until we 
prepared to make further recommen- 


dations to the 
“I know 


Congress. 


there is 


one question in 
particular at this time which the in- 
dustry and others are eager to see 


answered. That is the question of in- 
terest rates on Federally-aided home 
able at this time to 
decision may be on that 
whether present 
should be changed. I think it is essen- 
tial, however, that the question be an- 


loans. I am not 
say what the 


question, or rates 
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MBA Calendar 











Annual 
North- 


Sixth 
Seminar, 


June 22-26, 1953 
Mortgage Banking 
University, 


western Chicago. 


June 29-July 3, 1953, Third Annual 


Advanced Mortgage Banking Sem- 
inar, Northwestern University, Chi- 
cago. 

August 17-21, 1953, Second West- 
ern Mortgage Banking Seminar, Stan- 
ford University, Stanford, Calif. 

November 9-13, 1953, 40th Annual 
Convention, Miami Beach. 
swered definitely and quickly, and I 


propose to see that this is done.” 
And members heard from the pre- 
fabricated homes industry in the per- 
son of its Association’s retiring presi- 
dent, John Taylor, Jr. page 
15) who said lenders and prefab 
makers ought to get together to ex- 
plore better ways to finance this rap- 


( Sée 










idly growing field. They heard Rob- 
ert H. Pease on industrial and 
commercial loan financing and the op- 
portunities they represent, they heard 
an analysis of the trend interest 
rates by Raymond Rodgers of NYU 
(see page 13), they heard from Oliver 
M. Walker of Washington as to what 
constitutes a good servicing contract, 
from R. Manning Brown of New 
York Life on what the investor wants 
in a mortgage loan submission and 
from Maurice R. Massey, Jr. of Phila- 
delphia on how servicing and produc- 
tion can be coordinated. 

Full text of a number of these and 
other presentations will appear in 
these pages later. 

MBA President Brown L. Whatley 
took occasion to reiterate the indus- 
try’s persistent contention that the 
GI home loan program is just about 
through if the interest rate is not 
brought into line with the higher 
money market level—and here again, 
the observation would have been more 
emphatic had the new 3% per cent 
eovernment bond financing been 
known at the time. He minced no 
words about conditions of the moment. 
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YOU CAN MAKE MONEY ON SERVICING! 


For on servicers, the ability of the Servicing Depart- 
ment to cover overhead is all that can be expected. 
if the Servicing Department can show a profit, the 
bess is overjoyed. 


adopting SINGLE CREDIT and installing YORK 
—— A eae Department can be made to 


The maximum cost of YORK RECORDS is less than 2c 
per joan per month. Compare that with the cost of 
using multipart tickets or mailing pass books. 

Write today for your free brochure on how to install 
YORK RECORDS. Learn how your Servicing Department 
can become a profitable operation. 





YORK - TABUL rite SERVICE 





INCORPORATED 









President Whatley used the Eastern 
Mortgage Conference as the medium 
to make the first public announcement 
of the Association’s Statement of Prin- 
ciples and Recommendations regard- 
ing the Government’s Housing Pro- 
grams and Agencies. 

This giant network of federal 
agencies in Washington concerned 
with housing and housing finance has 
“grown like topsy” and the time has 
certainly come when the entire opera- 
tion must be carefully reviewed to see 
what should be retained and what 
eliminated, he said. 

“Many of the things it set out to 
accomplish no longer need doing. 
Other things need streamlining and 
simplification in the worst way. What 
we must have—and what we are 
going to get, I am sure—is a business- 
like re-examination of the role gov- 
ernment should play in housing and 
the role private enterprise should fill. 
We want to know where the respon- 
sibility of each begins and ends. We 
want to know what the nation ought 
logically to expect from each of us.” 

He said he hoped MBA’s statement 
of Policy and Principles will assist the 
efforts of the new administratien in 
arriving at this streamlining of the 
government’s participation in the 
housing field. 

First, he said, the Housing and 
Home Finance Agency ought to act 
purely as a coordinating agency and 
that FHA and the Federal Home 
Loan Bank Board, which are self- 
supporting, ought to be separated 
from those agencies which administer 
federal loans and grants-in-aid pro- 
gram. , 

A reorganization of FNMA ought 
to be undertaken promptly, he 
declared. 


“Except, perhaps, during the first 
years of its operation, FNMA has 
never been the stabilizing factor which 
Congress originally intended it to be. 
It has been, in large part, used to 
spearhead social and economic experi- 
ments in housing to provide a market 
for loans made at unrealistic interest 
rates. -Its facilities have been turned 
off and on to suit the convenience of 
the FHA and GI programs, without 
regard to general market conditions. 
At times when it was most needed its 
facilities were not available. At other 
times, when there were ample private 





>> DISCOUNT SYSTEM: Study of the possibilities for private industry setting up a 
central mortgage banking system goes on under the leadership of MBA’s Committee 


for the Study of Stabilization of the Mortgage Market. 


At the Spring Board of 


Governors meeting, the committee met again and took another look at the project. 
General conclusion was that with conditions in the industry changing so rapidly, the 
effort should be speeded up; and the final conclusion was that the development had 
reached a stage now that a definite plan could be drafted. That’s what is in the 


works now. 


Around the table, clock-wise from lower left, Ferd Kramer, Chicago; 


James W. Rouse, Baltimore; Franklin D. Richards, Washington, D. C.; John Austin, Jr., 
Houston; Wallace Moir, Beverly Hills, California; General Counsel Samuel E. Neel; 


Will Nicholson, Denver; President 


camera) Aubrey M. Costa. 


funds clamoring for investment, it op- 
erated in competition with them. Its 
best hope for the future lies in the 
possibility of a joint operation and 
ownership of the agency between pri- 
vate interests and government, with 
a practical program for its ultimate 
complete ownership in private hands 
under limited government control, 
which would permit the government 
within a reasonable time to recover 
its present substantial investment.” 
He next turned to FHA which 
he declared had done an excellent job 
and had made possible a moderniza- 
tion in the mortgage industry which 
might never have been possible with- 


Whatley; 


Vice President Clarke and (back to 


out the influence of the federal gov- 
But some changes might 
this agency, he 


ernment. 
well be 
added. 
“We think FHA might well be re- 
turned to its former independent sta- 
tus as far as its administration is 
concerned. We suggest that a com- 
mittee of five members serve as ad- 
visors to the FHA commissioner, one 
to be chosen from each FHA zone, 
appointed by the President and to 
represent all the various lender 
groups. We think FHA’s Title I pro- 
gram has been one of its outstanding 
achievements but that there might be 
room for improvement here too. 


made in 








W. invite your investment consideration of — 


ISSISSIPPI 
ORTGAGES 


Originations to suit your requirements © Servicing to suit your needs © 
In loans from progressive, Modern Mississippi 


KIMBROUGH INVESTMENT COMPANY 


FLOYD R. KIMBROUGH, President 
FHA APPROVED MORTGAGEE 
263 EAST PEARL STREET, JACKSON, MISS. TEL. 5-3445 
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“We think Section 8 of the Title | 
program should be revised to permit 
loans up to $7,000 on new, low-cost 
housing. Further, we think a new sub- 
section should be provided for insur- 
ance of existing 
structures in amounts up to $7,000 
and for maturities up to twenty years 
of rehab‘litation and 
The under- 
writing requirements of Title II do 
not permit its use for this type of 
loan. This would provide a much 
needed vehicle which would serve to 


mortgage loans on 


for purposes 


modernization. present 


maintain neighborhoods and to pre- 
vent the growth of slum areas. We 
also believe that the max’mum loan 
amount under Title II might well be 
$20,000 that the 
ratio of loan to value in various cate- 
Title II should be revised to 
eliminate exist'ng disparities. 

“We think that 
bring mortgage funds to remote areas 


increased to and 


cores of 
also 


one way to 


is to provide adequate originating fees 
in those sections so that lenders could 


profitably operate in them. Such is 
not now the case 
“We should also like to see the 


credit examinations, appraisals and 
inspections on loans eventually guar- 
anteed by VA transferred to FHA. 
We think this would be a sound move 
in the both 
Further, we should like to see the un- 
derwriting practices for Section 207 


interest of programs. 


loans, those for low rent projects, 
simplified and made more realistic. 
This part of FHA has a lot of work 
to do in the future and if it is to be 
done effectively, we believe some 
broad streamlining is necessary 
“Section 213, that part of the act 
on cooperative housing, should be 
Coopera- 


tive housing is one part of the answer 


continued and expanded. 


for more and better housing for the 
middle 
and, as such, is part of the answer to 


lower and income groups; 
the clamor for more public housing. 

“Replacement cost formulae en- 
courages the use of mediocre equip- 
and not 


illow for quality construction or top- 


ment materials and do 


flight design talent. Builders are en- 
couraged to use obsolete, sterotyped 
plans and standard combinations of 
materials that produce the most fa- 
vorable commitment under FHA’s set 
These thor- 
ough overhaul if the agency is to con- 
tinue to do an efficient The 
numerous FHA titles and their volu- 


formulae. rules need a 


job. 
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minous regulations and cumbersome 
procedures should be simplified. More 
emphasis should be placed on loans 
for existing construction.” 

And as important as anything else, 
Whatley emphasized, is the need to 
increase the FHA interest rate of 414 
per cent—almost as pressing as the 
need to increase the GI rate. 

FHA loans at 4% per cent are far 
below the present market price for 
money and, as a result, in few places 
of the country are they selling at par. 

He outlined the Association’s view 
on public housing and said that “the 
whole theory and basis of public hous- 
ing ought to be re-examined and re- 
appraised as to whether its original 
objectives have been attained, whether 
these objectives are valid today and, 
if so, what is the responsibility of the 
federal government to fulfill them. 

“We submit that it is the respon- 
sibility of society to el'minate urban 
slums and provide decent housing for 
all income levels; but that such re- 
sponsibility is primarily that of the 
housing industry and of the states and 
cities. 

“We feel there is no justification 
for a taxpayer, paying his own way 
and that of his family, and who lives 
in a $7,000 house to be burdened by 
increasing taxes for an expanding pro- 
gram of public low-rental housing 
which costs as much as $14,000 per 
living unit. We hold that the Public 
Housing Administration should not 
authorize additional units pending a 
decision as to the direction which this 
activity will take after it has had a 
careful scrutiny by the President’s 
commission.” 

And finally, he said, the Association 
believes that eliminating the confu- 
sion that exists between VA and FHA 
is one of the most important objec- 
tives of a complete re-appraisal of the 
government’s role in hous.ng. 

“The unnecessary delay, confusion 
and cost involved in the present op- 
eration of two parallel systems are 
enormous. A builder of houses for 
sale, not knowing who his purchasers 
will be or how they may wish to 
finance their purchases, must now 
arrange so that either FHA or VA 
financing obtained. This 
means the payment of two appraisal 


may be 


Mortgage money wanted for country 
club, factories, garages, iron works, apart- 
ment houses, homes. Harold A. Shaw, 
Realtor, 2580 E. Tremont Ave., New York 
61. TY 2-1700. 


and inspection fees. It means nego- 
tiating with two agencies, and con- 
forming to two sets of requirements. 
“Although some effort has been 
made to bring agreement between the 
two agencies on property requirements 
there remain many differences in the 
written standards and wider ones on 
the interpretation of standards by the 
examining officials. Inspection poli- 
cies are also divergent, so that the 
builder, having satisfied one agency, 
cannot be assured that his work will 
also be satisfactory to the other. 
“Builders have stated that the cost 
of working with two agencies may add 
as much as $200 to the cost of a 
house. In the end, of course, the bor- 
rower must absorb these costs. There 
is no justification for the present sys- 
tem. There probably cannot be found 
in government a more glaring ex- 
ample of duplicated function.” 


PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 











Man experienced all phases mortgage 
lending, originating to investors. 8 years 
manager bank mortgage department. 2 
years title company and 2 years brokerage 
office. Age 49, married. logical reason for 
change. Write Box 269. 


REAL ESTATE APPRAISER 


Residential 207 and 608 experience. Now 
review appraiser large northern Midwest 
city, desires warm climate South, West or 
Southwest. Write Box 270. 


MORTGAGE MAN WANTED 
Financial institution, mortgage department, 
interested in securing services of mortgage 
loan appraiser. Should be experienced ir 
income property appraisals with working 
knowledge of F.H.A. and V.A. procedures. 
Interested applicant should submit photo- 
graph with detailed résumé of experience 
and salary required. Prefer man in late 
thirties. All inquiries will be held in strict 
confidence. Our employees know of this 
ad. Write Box 271. 


BUFFALO, N. Y. 
MORTGAGE BROKER 


Is interested in contacting 
an institution interested in 


mortgages in Buffalo area. 


Write Box 272, Mortgage 
Bankers Association of 
America, | | | West Wash- 
ington St., Chicago 2, Ill. 





W. A. CLARKE for 
WALLACE MOIR for 


President 1953-54 
Vice President 


Nominations to be voted upon at the annual meeting in November are announced. 


A. CLARKE, president of the 
° W. A. Clarke Mortgage Com- 
pany, Philadelphia, one of MBA’s 
best known members and one of the 
most prominent men in the mortgage 
industry, has been designated as the 
nominee for Association president in 
1953-54. Wallace Moir, president of 
Wallace Moir Company, Beverly 
Hills, California, has been nominated 
for vice president. Announcement 
was made by the Nominating Com- 
mittee headed by Byron T. Shutz of 
Kansas City. Other members are 
Aubrey M. Costa, Dallas; John C. 
Hall, Birmingham; William L. King, 
Washington, D. C. and Norman H. 
Nelson, St. Paul. 

Nominations for regional vice pres- 
idents were: 

Robert M. Morgan, vice president, 
The Boston Five Cents Savings Bank, 
Boston. 

Robert Tharpe, Tharpe and Brooks, 
Inc., Atlanta. 

Joseph M. Downs, vice president, 
The Ohio State Life Insurance Co., 
Columbus, Ohio. 

Norman H. Nelson, vice president, 
The Minnesota Mutual Life Insur- 
ance Company, St. Paul. 

F. M. Petree, president, Home 
Mortgage & Investment Co., Okla- 
homa City. 

A. H. Cadwallader, Jr., president, 
Mortgage Investment Corporation, 
San Antonio. 

Ward H. Cook, president, Ward 
Cook, Inc., Portland, Oregon. 


Nominations to the board of gov- 
ernors were: 

Frank J. Bell, president, B. F. Saul 
Co., Washington, D. C. 

Ralph E. Bruneau, vice president, 
The Valley National Bank of Phoe- 
nix, Ariz. 

John F. Austin, Jr., president, T. J. 
Bettes Company, Houston. 

John C. Hall, president, Cobbs, 
Allen & Hall Mortgage Company, 
Inc., Birmingham. 


Ferd Kramer, president, Draper 
and Kramer, Inc., Chicago. 

Walter C. Nelson, president, Eber- 
hardt Company, Minneapolis. 

James W. Rouse, president, The 
Moss-Rouse Company, Baltimore. 


Wallace Moir 


Donald Nettleton, president, The 
Lomas & Nettleton Company, New 
Haven, Conn. 

Kenneth J. Morford, executive vice 
president, Burwell & Morford, Se- 
attle. 

Nominated for associate governors 
at large were: 

William F. Keesler, vice president, 
The First National Bank, Boston. 

John A. Gilliland, vice president, 
Knight, Orr & Company, Inc., Jack- 
sonville, Fla. 

Jay F. Zook, president, Jay F. 
Zook, Inc., Cleveland. 

W. L. Otis, vice president, 
Otis Co., Inc., Omaha. 


The 


W. Braxton Ross, vice president, 
Morrison and Morrison, Inc., Denver. 

Lowell M. Baker, vice president, 
Anthony, Baker & Burns, Inc., Spo- 
kane. 





Mr. Clarke has been prominent in 
the mortgage industry and in the As- 
sociation for more than a quarter of 
a century. He has been a member 
since 1931 and served on the board 
of governors and many committees 
during that period. In recent years, 
he has represented MBA before vari- 
ous congressional committees on mat- 
ters pertaining to the industry. He 
was consultant to the Division of Se- 
lective Credit Controls, Board of Gov- 
ernors of the Federal Reserve System 
which had charge of administering 
Regulation X. 

He graduated from Swarthmore 
College, is a former president of the 
Philadelphia MBA and is a member 
of the Self Help Housing Committee 
of the American Friends Service Com- 
mittee. He is a director of the Guard- 
ian Life Insurance Company of Amer- 
ica; the Paramount F:re Insurance 
Co. and the Germantown Fire Insur- 
ance Company. He is a member of 
the Union League Club of Phila- 
delphia. 

Mr. Moir, the nominee for vice 
president, heads his own mortgage 
banking firm, Wallace Moir Com- 
pany, Beverly Hills, Calif., founded 
in 1927. He served in the Engineer 
Corps of the Army in World War I, 
attended California Institute of Tech- 
nology, graduated from Stanford Uni- 
versity, and entered the mortgage 
field as appraiser for Mortgage Guar- 
antee Company. Later he was vice 
president of Pacific Mortgage Guar- 
anty Company. He is a former presi- 
dent of the Southern California Mort- 
gage Bankers Association and of the 
Economic Round Table of Los An- 
geles. 

Mr. Moir is now a director of Cali- 
fornia Trust Company and chairman 
of the Board of Trustees of Berkeley 
Hall School Foundation. He has been 
a member of the Association since 
1929, served eight years on the board 
of governors and two years as regional 
vice president. He is chairman of the 
Western Seminar Section of the MBA 
educational committee. 
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& THEY did to Rome, all roads 
lead to Washington. MBA 


took one of them in April for its 


now 


Spring meeting of the board of gov- 
ernors. It was a choice dictated by 
favorable circumstances. A 
tional administration was taking over 
the 
New plans were being devised, new 
New 


people were moving into the positions 


new Nna- 


direction of federal government. 


policies were being enunciated. 
of authority. Wouldn’t it be a good 


thought Brown L. 
Whatley, to meet in the capital from 


idea, President 


where all these developments and de- 
cisions are emanating so that some of 


those who are responsible for them 


might secure a better idea of what 


makes up the business of making and 
loans? 


investing in mortgage 


It turned out to be an excellent 


idea. A 


planned, of the general kind often 


congressional dinner was 


held in the capital by all kinds of or- 


ganizations. But our dinner was to 
honor members of the Senate and 
House Banking and Currency Com- 


mittees and officials of those agencies 


whose activities are concerned with 


hous:ng and housing finance 


Che Senate was in session and the 
House was in recess; but a representa- 
tive group accepted MBA’s invitation 
for the reception and dinner. What 
it looked like can be observed in the 
photograph on the opposite page. 


No one had anything to sell, noth- 
ing to promote. The question of in- 
terest rates of federally-sponsored 
mortgage loans was left at the door, 
but, as it 


not to be brought up 
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Goes to 
WASHINGTON 








turned out, it did come up a little. 
This dinner was planned just as an 
occasion for representative mortgage 
lenders and investors from over the 
country who themselves are repre- 
sentative of a vast and highly impor- 
tant segment of the economy, to meet 
the national a social 
way; and—as much as anything else 

let them see the type of people who 
operate this industry. 


legislators in 


Every guest had a host. Some hosts 
were board members who knew the 
senator or congressman in their home 
states. Others, such as Aubrey M. 
Costa B. King, 
had worked closely with him in Asso- 
Others chosen 
for special reasons. Thomas E. Love- 
joy was host to William McC. Martin, 
chairman of the board of governors of 
the Federal Board 
they had been classmates in college 
and, said Chairman Martin, the din- 
ner was a particularly welcome occa- 
him. A specially prepared 
menu card, reproducing the cover of 
The Mortgage Banker with picture 
of the national capitol, was prepared. 


who was host to T. 


ciat.on affairs. were 


Reserve because 


sion for 


It was to be a no-speech affair. The 
guests had MBA’s firm commitment 
on that score. But there were speeches, 
possibly, some observed, because it 
was the kind of pleasant affair where 
people want to say something. 

President Whatley went around the 
table. Every guest could not be intro- 
duced but he at least wanted some of 
the principal figures on Capitol Hill 
to rise and be recognized. He started 
with Sen. Homer E. Capehart, chair- 





man of the Senate Banking and Cur- 
rency Committee. 


“T’m glad to be here tonight but as 
I look around and see this elaborate 
outlay, this fine food, the flowers . . . 
I’m wondering if the rate is too high 
or too low,” said Sen. Capehart good 
naturedly. 

“But I’m no stranger to you mort- 
gage men,” he continued with a 
twinkle in his eye. “I’m 55 and I 
think that there has been no time in 
my life that I haven’t had a mortgage 
of some kind. I bow to you people, 
I’m for you, I think you have done a 
good job. After seven weeks in Europe 
I came back with the feeling that a 
good part of what makes the Ameri- 
can system successful is the means by 
which we may buy things—the system 
of making small down payments. It’s 
one big difference I noticed between 
this country and Europe—the avenues 
that are open to us to buy things and 
pay for them as we go. I’m for you 
people and what you’re doing and I 
hope you get bigger and better.” 

Said Sen. Spessard L. Holland of 
Florida, long-time friend of President 
Whatley: “I’m glad to see such a 
pleasant group of men as you mort- 
gage bankers—I wish I’d known you 
before. . . . The present Congress be- 
lieves in live and let live; more power 
to you all.” 

Then Congressman Jesse P. Wol- 
cott, chairman of the House Banking 
and Currency Committee, in a pleas- 
ant mood, went in for some gentle 
ribbing of his associates on the Hill. 

“In spite of all we’ve heard, all the 
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Around a large horseshoe table with a fountain playing in 
was 


the center, the Mayflower’s East Room 


rumors and talk, it is pleasant to hear 
from Sen. Capehart that over there 
referring to the Senate committee 

they still believe in the American sys- 
tem .. . well, if the Senate doesn’t do 
its job, we ‘elder statesmen’ (reference 
to some previous ribbing) will step 
. . ’'m going to read this Policy 
Statement of yours with considerable 
.. I’ve found that mortgage 
bankers always keep their word. They 
always said they’d sue when I failed 
to pay up—and they did. Tonight 
they said there would be no speeches 

and there weren’t....” 


in. 


interest. . 


Sen. A. Willis Robertson of Virginia 
made a name for himself before the 
evening was over as an expert in story 
telling and having some good stories 
to tell; but, in a more serious vein, he 
that “If I had lend 
think I’d be somewhat cau- 
tious in how I did it. Congress is sure 
to cut federal spending. We 
rich country, to be sure, but we can 
and in 
reached 


said money to 


now, I 
are a 


become over-extended some 


instances we have that 


” 


point. ... 

The next two guests from official 
Washington to be recognized did a 
nice job of playing on words. 

Said FHA Commissioner Walte1 
all heard of the 
nomination of Guy Hollyday as Com- 
In dead earnestness I say 
that no man has better qualifications 


Greene: ‘“You’ve 


missioner. 


the scene of 


to carry out the responsibilities of that 
position. I say further that it couldn’t 
have happened to a nicer guy.” 

Then HHFA Administrator Cole, 
who had won a lot of friends two 
days before in New York, said “I had 
a long speech prepared for tonight 
but after examining it carefully I find 
it has nothing in it of interest.” 

Then T. B. King of VA’s loan 
guaranty div.sion, whom mortgage 
men respect for his ability and admire 
for his devotion to principle, rose to 
say that “I’m glad to be here to see 
my friends—but I have no new argu- 
ments to offer... .” 

Net result of MBA’s first excursion 
into official Washington with a proj- 
ect of this sort seemed to be that the 
Association’s got to 
know the congressional leaders better 
and gained a fuller appreciation of 
how they feel about matters affecting 
our field; and undoubtedly the people 
from the Hill now have a clearer pic- 


representatives 


Sitting behind the large MBA letters in 


Hollyday, W. A. Clarke, Senator Homer E. 


MBA’s first congressional dinner. 
attended except for one or two at the extreme left. 








Here they are, all who 


ture of the mortgage industry from 
the people who direct it. 

Now turn to pages 36 and 37 for 
individual views of some of those who 


were there. 


George H. Schmidt to 
Take Hollyday Post 


Directors of The Title Guarantee 
Company, Baltimore, announced the 
election of George H. Schmidt as 
president to fill the vacancy created 
by the resignation of Guy T. O. Holly- 
day whose appointment as FHA Com- 
missioner by President Eisenhower has 
been confirmed. 

The board also announced the elec- 
tion of Paul J. Wilkinson to the posi- 
tion of executive vice president, J. 
Milton Brandt to be vice president 
and treasurer and A. Eugene Kernan 
to be vice president. 


ice at the speakers table were Guy T. O. 
Capehart, President Whatley, Congressman 


Jesse Wolcott, Edward F. Lambrecht, Senator John Sparkman, John C. Hall and 
Congressman Edgar W. Hiestand of California. 
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MBA Membership Still 
Setting New Records 


With the present Association year 
well past the half way mark, the new 
membership campaign headed by 
Robert Tharpe of Atlanta continues 
Another banner 
Members just 


to set new records. 
year is in the making. 


admitted include: 


Washington Dinner 


Preceding MBA’s Washington din- 
ner, members gathered in the Pan 
American Room to meet and greet 
the guests from the Hill and from the 
various federal agencies whose activi- 
ties are important to our industry. 
Here are some of the groups the cam- 
era recorded. 

No. |. It’s a Kansas group, R. O. 
Deming, Jr., Oswego, Kansas; Con- 
gressman M. V. George of Kansas; 
HHFA Administrator Albert M. Cole 
who hails from the Sunflower state, 
and Homer C. Bastian, Wichita. 

No. 2. That’s E. D. Schumacher, 
Memphis; G. Calvert Bowie, Wash- 
ington, D. C.; C. A. Legendre and 
Joseph M. Miller, New Orleans. 

No. 3. Will Nicholson, Denver; 
Milton T. MacDonald, Wilmington, 
Del. and Messrs. Miller, Schumacher 
and Bowie again. 

No. 4. Mr. Legendre and Senator 
John Sparkman of Alabama; John C. 
Hall, Birmingham; Robert Tharpe, 
Atlanta; Senator A. Willis Robertson 
of Virginia and G. D. Brooks of Nash- 
ville. 

No. 5. 
seen President Brown L. Whatley, 
Jacksonville; Aksel Nielsen, Denver; 
Franklin D. Richards, Washington, 
D. C.; Laurence Lee, president of the 
U. S. Chamber of Commerce; D. 
Richard Mead, Miami Beach; Sena- 
tor Spessard L. Holland of Florida; 
Frank Bell, Washington, D. C.; Wal- 
lace Moir, Beverly Hills, Calif.; Sena- 
Burnet R. Maybank of South 


Continued on page 37 


In this large group will be 


tor 


ALABAMA Birmingham: Steiner 
Brothers Bank, 2101 First Avenue, North, 
Bernard S. Steiner, president. 


CALIFORNIA—Los Angeles: Pringle- 
Hurd & Co., Inc., 3963 Wilshire Boule- 
vard, K. P. Wood, Jr., vice president; San 
Diego: Palomar Mortgage and Finance 
Co., 3504 El Cajon Boulevard, Keith Lis- 


ter, executive vice president. 


COLORADO — Colorado Springs: 
Pringle-Hurd & Co., Inc., 340 First Na- 
tional Bank Building, A. L. Trowbridge, 
vice president. 


HAWAII—Honolulu: James Y. T. Le- 
ong, 41 North King Street, James Y. T. 
Leong. 


ILLINOIS—Chicago: John D. Binkley, 
c/o Chicago Title and Trust Company, 
111 West Washington Street. 


INDIANA — Indianapolis: Buschmann, 
Krieg, DeVault & Alexander, 900 Circle 
Tower, Paul J. DeVault, partner. 


MASSACHUSETTS Worcester: 
Thayer, Smith & Gaskill, 340 Main Street, 
Stanley G. Barker. 


Fischer, Brown, 
1100 Dime 


MICHIGAN—Detroit: 
Sprague, Franklin & Ford, 
Building, Lawrence E. Brown. 


MINNESOTA—Minneapolis: David P. 
Jones and Company, 1150 Northwestern 
Bank Building, James E. Cattanach, pres- 
ident. 


NEW YORK—Brooklyn: The City Sav- 
ings Bank of Brooklyn, 3 Lafayette Av- 
enue, J. Bertram Kelly, president. 


OHIO—Canton: The Geiger Agency, 
Inc., 128 Cleveland Avenue, S.W., Her- 
man P. Geiger, president; Columbus: The 
Central Ohio First Mortgage Company, 
20 North High Street, Richard R. Kinney, 
president; Marvin C. Yerke & Associates, 
16 East Broad Street, Marvin C. Yerke; 
Toledo: The Toledo Trust Company, 245 
Summit Street. 


TEXAS—Amarillo: Gulf Coast Invest- 
ment Corp., P.O. Box 1067, George Sim- 
mons; Dallas: Lawyers Title Insurance 
Corporation, 1107 Main Street; Houston: 
Sam Houston Underwriters, Inc., P.O. Box 
2216, 3030 Louisiana, R. R. Bond and W. 
F. Gruber, vice presidents; Waco: Texas 
Life Insurance Company, P.O. Box 830, 
E. G. Lagow, vice president. 


VIRGINIA—New port 
Patten, attorney, First National Bank 
Building; Portsmouth: MacKenzie, Carr 
and MacKenzie, New Kirn Building, Henry 
W. MacKenzie, attorney; Richmond: Par- 
ker, Neal, Harris & Knowles, 411 Mutual 
Building, Alex W. Neal, Jr. 


WASHINGTON Seattle: National 
Mortgage, Inc., 411 East 72nd, Sherman 
S. Stephens, president. 


News: Neal J. 








The MBA Blanket Bond 
Gets a Good Reception 


HE Mortgage Bankers Blanket 

Bond developed by the MBA Re- 
search Committee has met with wide 
acceptance. Committee members 
heard a detailed report of its prog- 
ress at their recent meeting. Certifi- 
cates have been issued under 
this master policy-certificate plan for 
MBA members in most large cities in 
the country. Based upon present re- 
sults and the nationwide availability 
of the bond, it is anticipated that 


now 


shortly there will be certificate hold- 


ers in every state. 

Because of the wide acceptance of 
the bond up to this time, it had been 
possible to broaden the coverage with- 
out additional charge. In evaluating 
these supplementary coverages, De- 
structions of Records insurance 
singled out as being particularly de- 
sirable and also inclusion in the cov- 
erage of attorneys retained to perform 
legal services. It was disclosed at the 
meeting that certain optional cover- 
ages were being made available for 
additional premiums, including Fidel- 
ity Claim Expense Indemnity, Direc- 
tors and Officers Legal Expense In- 
demnity and False Arrest Liability. 


was 


Committee members agreed that 
Errors and Omissions insurance for 
failure to provide Fire and Extended 
Coverage is the most outstanding fea- 
ture of the bond and the one that 
probably had created the greatest 
the part of 
bankers. This coverage was evaluated 


interest on mortgage 
as being unusually broad in all re- 
spects and particularly for the reason 
that it is not restricted to real property. 

One committee member asked how 
he or any other mortgage banker 
could best obtain a comparison of his 
present insurance with what the Mort- 
gage Bankers Blanket Bond has to 
offer. The answer is of course that 
Leslie H. Cook, Inc. will make a de- 


tailed comparison both of coverage 


and cost. Subsequently, a check list 
has been designed as a guide for mak- 
ing such a comparison and will soon 
be made available to the MBA mem- 
bership. 

Another very pertinent question was 
raised. The insurance business which 


(Continued on page 41 


Washington Dinner 


(Continued from page 36) 


Carolina and William F. Keesler, 
Boston. 

No. 6. Mr. Lee of the U. S. Cham- 
ber is getting over some important 
point to Mr. Nielsen. 

No. 7. E. R. Haley of Des Moines 
with Congressman Henry O. Talle of 
Iowa. 

No. 8. Below, Senator Sparkman 
and John Hall again. 

No. 9. Congressman William E. 
McVey of Illinois and MBA Secre- 
tary George H. Patterson. They’re 
long time friends in Harvey, IIl. 

No. 10. William McC. Martin, 
chairman of the Board of Governors 
of the Federal Reserve System; W. A. 
Clarke of Philadelphia; Winfield W. 
Riefler, assistant to the chairman, and 
Thomas E. Lovejoy, Jr. of New York. 

No. 11. James W. Rouse, Baltimore; 
the new FHA Commissioner, Guy T. 
O. Hollyday, Baltimore; Senator J. 
Glenn Beall of Maryland and Walter 
L. Greene, retiring FHA commis- 
sioner. 

No. 12. Mr. Hollyday and Mr. 
Greene again with Edward F. Lam- 
brecht of Detroit; Congressman Jesse 
P. Wolcott, chairman of the House 
Banking and Currency Committee 
and Aubrey M. Costa, Dallas. 

No. 13. Congressman Wesley A. 
D’Ewart of Montana; President 
Brown L. Whatley; Senator Holland; 
Mr. Lee and Mr. Mead. 

No. 14. Senator Homer E. Cape- 
hart, chairman of the Senate Banking 
and Currency Committee; President 
Whatley and Messrs. Greene and 
Hollyday again. 
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—_— associations have earned 
an important place in financial, 
commercial and industrial America 
today. They have not only provided 
the common meeting place for the 
exchange of ideas and strengthening 
of business friendships, but they have 
greatly contributed to the education 
of both newcomers and oldtimers in 
specialized fields, often helping our 
to obtain facts and tech- 
pertaining to needed 


lawmakers 
nical advice 
legislation 
The Mortgage Bankers Association 
of America has steadily grown in its 
service, in its educational 
program, and in the furtherance ol 


sound economics in the public good. 


area ol 


Embracing in its membership all 
major classes of thrift institutions, in- 
corre- 


vestors, title loan 


spondents, and servicing agents, it in- 


companies, 


cludes many other specialists in the 
broad field of financing 
Several members of this organization 


mortgage 


have put in writing their ideas of the 
value of MBA membership to certain 
special groups who have found life 
in MBA both profitable and enjoy- 
able. I have been asked to jot down 
a few ideas on how commercial bank- 
the 


Association of 


their relationship to 
Bankers 


ers view 
Mortgage 
America. 
Those of you who are familiar with 
our national and state banking laws 
that 
which 


know there are many types of 


banks 


business 


transact a commercial 


There are national banks, 
state banks, unit banks, branch banks, 
big banks, little banks, urban banks 
and country banks. With the exception 
perhaps of mutual savings banks and 
certain trust companies, banks gen- 
erally have become more and more 
departmentalized. Hence the commer- 
cial banker has found himself accept- 
ing savings or time deposits and has 
discovered that he must not only in- 
vest a portion of thrift deposits in real 
estate loans, but that in many other 
ways he must broaden his knowledge 
ol mortgages and participate in this 
specialized field of finance if he is to 
fulfill his responsibility to stockholders, 
to depositors and to the community. 


Location, type, size of institution 


and other factors have caused many 
banks to engage in certain segments 
banking, and there is 
hardly a bank in the 


United States that would say, directly 


of mortgage 


commercial 


38 THE MORTGAGE BANKER + May 1953 


or indirectly, it did not have a stake in 
the construction industry, and hence in 
The small banks 
needs for 
branch 


real estate finance. 
taking care of their local 
home and farm loans, the 
banks aiding in the building of rapidly 
growing suburban areas, the big banks 
in industrial cities helping in plant 


fortably large for the smaller bank. Or 
again, a country bank may share its 
large farm loan with an insurance 
company. In the West and Southwest 
where mortgage needs for home pur- 
chasers have grown faster than thrift 
funds have been accumulated, it has 
become a practice among a number of 


Why MBA | 
Is Valuable 


expansion and still larger banks in 
our financial centers assisting both 
their metropolitan clients and their 
correspondent banks all realize that 
mortgage lending has become a dy- 
namic part of the nation’s economy. 

The passage of the National Hous- 
ing Act in 1934 and the Servicemen’s 
Readjustment Act of 1944 had much 
to do with changing the character of 
mortgage lending from purely a local 
business to one of national scope. The 
changes in the many states 
permitting banks to invest in mort- 
gages beyond the borders of their own 
states likewise opened up avenues of 
service for commercial banks handling 
temporary construction loans or 
“warehousing” loans being assembled 
originating 


laws of 


for transmittal between 
mortgagee and ultimate purchasing 
institution. 


Often a bank in a small city or in 
a state of heavy mortgage demand 
will ask its metropolitan correspond- 
ent to participate in financing a 
worthy real estate transaction uncom- 


commercial banks to facilitate the 
origination and sale of such loans to 
eastern insurance companies and mu- 
tual savings banks. 

These are but a few of the hundreds 
of ways in which commercial banks 
find that they play an important and 
profitable part in the overall mort- 
gage picture. No longer are our 
smallest banks overwhelmed when 
they are faced with a large local 
mortgage need, nor are our largest 
city banks unwilling to aid in the 
sound development many miles from 
their headquarters. 

Well, what has all that to do with 
MBA? Simply this: commercial bank- 
ers from the smallest town to the larg- 
est city will find in the membership 
of MBA qualified persons familiar 
with every detail necessary for the 
smooth operation of the complicated 
machinery usefui in the origination, 
marketing and servicing of mortgage 
loans. Within the Association are ex- 
ecutives of insurance companies, mu- 
tual savings banks, and other thrift 
institutions, as well as officers of trust 


companies seeking employment of 
funds entrusted in their care. There 
are originators of loans who need to 
pass them to others in order to take 
care of their local needs. And there 
are brokers who not only bring to- 
gether both those who need funds and 
those who need mortgages but arrange 


but during the year at its seminars 
and regional clinics it gives to its 
membership opportunities for study 
and increase in technical knowledge. 

In addition to its monthly maga- 
zine, THe Morrcace BANKER, the 
MBA has sponsored publication of 
several fine books on mortgage bank- 


MEMBERSHIP 
or Banks 





By WILLIAM A. MARCUS 
Senior Vice President 
American Trust Company, San Francisco 





Third in a series on the specific appeal MBA membership 
has for all the various lender interests which make up 
mortgage lending and investing. 


many of the details of orderly market- 
ing and final servicing. There are 
title companies and others in special- 
ized fields whose knowledge and tech- 
niques are most helpful to commercial 
bankers engaged in this business. 
Not only does MBA at its annual 
convention provide a place to see all 
the important people in this industry, 


ing and has distributed many valuable 
pamphlets to its members. Its Wash- 
ington News Letter is not only a newsy 
leaflet on matters related to housing 
and home finance, but it brings to 
MBA members an up to the minute 
interpretation of congressional bills 
acted upon or under consideration. 


The fact that many members of the 








Protect Your Mortgage Investments 


win a “BERKS TITLE” porscy 
BERKS TITLE INSURANCE COMPANY 


READING, PENNSYLVANIA 


AGENCIES THROUGHOUT 
PENNSYLVANIA ¢© DELAWARE ¢ MARYLAND ¢ VIRGINIA 


BE SURE WITH BERKS TITLE INSURANCE 








Mortgage Bankers Association of 
America also are members of other 
fine organizations, such as American 
Bankers Association, National Associ- 
ation of Mutual Savings Banks, Life 
Insurance Association of America, Na- 
tional Association of Home Builders, 
National Association of Real Estate 
Boards, or either of the Savings and 
Loan Leagues, does not detract from 
the value of MBA membership but 
rather enhances it. MBA has, in many 
ways, supplemented the activities of 
those organizations with benefit to all. 
Particularly in the postwar years. have 
there been many occasions when all 
the forces of private enterprise groups 
have not been sufficient to prevent un- 
sound legislation and stop the march 
of inflation. The early steps taken by 
the present Administration give much 
hope for corrective measures. But leg- 
islators will have to look to the leaders 
of our construction industry and finan- 
cial institutions for sound advice and 
guidance. This can be more effectively 
given collectively than piecemeal. In 
this respect MBA can contribute 
greatly to the nation’s welfare, and I 
am sure that commercial bankers as 
individuals and as members of the 
American Bankers Association and as 
members of the Mortgage Bankers As- 
sociation of America can be counted 
upon to furnish their share of con- 
structive thought and leadership. 


A Permanent Binder 


.. +. to keep your 

MBA services for 

ready reference 
You can secure this conven- 
ient, imitation leather, loose 
leaf binder to keep all the 
services you receive from 








the MBA Chicago and Wash- 


ington offices (except The 
Mortgage Banker) for quick 
handy reference. With your 
firm name printed in gold 
letters the charge is only 
$5 
Order from 

Mortgage Bankers 

Association of America 


111 West Washington Street 
Chicago, Illinois 
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Walter Clark New Head 


Southern California 


Walter R. Clark, 
Los Angeles district office of 
Mutual Life Insurance Company, has 
been elected president of the Southern 
MBA 
succeeding R. C. 
Larson. Other of- 


manager of the 
Pacific 


Caxifornia 


ficers named were 
K. Wilde, 


mort- 


Urban 
manager, 
gage loan depart- 
ment, Coldwell, 
Banker & Com- 
pany, vice presi- 
dent, and E. W. 
Muhsfeld, 
ance Funds Mortgage Company, sec- 
retary-treasurer. New directors are 
Mr. Larson, Warren P. Tenney, 
Ralph J. Bell, Rufus Freitag, John 
H. Sinnett and Joseph R. Jones. 





Walter R. Clark 


Insur- 


Marvin C. Yerke Named 
Head of Columbus MBA 


Marvin C. Yerke of Marvin C. 
Yerke and Associates elected 
president of the Columbus MBA at 
their annual meeting. Other officers 
named were B. G. Ball, 
Columbus Mutual Life Insurance Co., 
vice president, and D. J. Kramer of 
Guarantee Title and Trust Co., secre- 


was 


treasurer, 


tary and treasurer. Governors named 
were W. W. Wheaton, president, Gal- 
breath Mortgage Co.; Merle C. Igo, 
attorney; Fred R. Place, president, 
Ohio Title Corporation; and S. G. 
Caldwell, PanOhio Mortgage Co. 
Joseph M. Downs, vice president and 
treasurer of Ohio State Life Insurance 
Company, is MBA regional vice presi- 
dent. 

Samuel E. Neel, MBA general coun- 
sel, was the principal speaker at the 
meeting. Karl Kumler, FHA district 
director, also spoke on the great busi- 
ness potential in the Columbus area 
and the factors which make it desir- 
able from the lender’s viewpoint. 
Guests of the Columbus MBA were 
representatives of all lending institu- 
tions in Franklin County. Prior to the 
dinner, members and their guests were 
entertained at a reception by Lawyers 
Title Insurance Corporation and Ohio 
litle Corporation. 
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ATLANTA MBA ELECTS: Jack Robertson, executive vice president and secretary of 
Rankin-Whitten Realty Company, was elected president of the Atlanta MBA for the 
coming year. Above standing, Thomas V. Cauble, mortgage loan manager, Adams-Cates 
Company, treasurer; Mr. Robertson; and John S. Schneider, mortgage loan manager, 
D. L. Stokes & Co., vice president. Seated, J. Alfred Settle, mortgage loan manager, 
Draper-Owens Co., vice president; and H. Dean Spratlin, Spratlin-Harrington & Co., 


secretary. 


Texas MBA Convention 
in Dallas May 7-8 


Texas MBA is getting ready fo 
another of those big annual meetings 
which in recent vears have become 


more like national conventions. The 
are May 7 and 8 in Dallas but 
the activities get underway the night 


dates 


before with a reception by the Title 
Texas. Speakers in- 
Lovejoy, Jr., presi- 


Association of 
clude Thomas E. 


dent, Manhattan Life Insurance 
Company, M. S. Szymezak, a gov- 
ernor of the Federal Reserve Board, 


John Ben Shepperd, attorney general 
George J. Bender, vice 
president, Brooklyn Savings Bank, 
Arthur A. Smith, vice president and 
economist, First National Bank in 
Dallas, Kenneth McFarland, author 
and humorist, Topeka, Kan., MBA 
President Brown L. Whatley, MBA 
Vice President W. A. Clarke and 


of Texas, 


General Counsel Samuel E. Neel. 

The social side of course is never 
neglected. Thursday there will be a 
ladies luncheon and style show pre- 
sented by Nieman-Marcus and that 
night a Cotton Carnival party with 
informal dress. Friday night is the 
big dinner dance. All MBA members 
will receive invitations to attend. Ho- 
tel reservations may be made direct 
with the Hotel Adolphus. Regardless 
of where you’ve been and what you’ve 
seen, you still have something special 
coming if you’ve never attended a 
Texas MBA convention. This may be 
for it. 


your year 





For any kind of advertising 
message to the mortgage indus- 
try, The Mortgage Banker is the 
medium. Rates on request. 























President Whatley in 
Birmingham Address 


As every MBA president experi- 
ences early in his administration, the 
job of heading the Association can 
keep him mov-ng pretty fast at times. 
President Brown L. Whatley has been 
in one of those periods in recent 
weeks, speaking before various asso- 
ciations over the country as well as 
at the MBA meetings. Among these 
recent meetings was that of the Bir- 
mingham MBA where more than 200 
were on hand to hear his address. 
But here in the Deep South where 
there is a high regard for the trad - 
tions of hospitality, a visitor can some- 
times be showered with honors. Lt. 
Gov. James Allen presented Whatley 
with a card, making him an honorary 
member of the State Senate. Frank 
Samford, president, Liberty National 
Life Insurance Company, gave him 
a gold key to the c-ty. 


RLANKET BOND 
(Continued from page 37) 

a mortgage banker may do with a 
casualty-surety company tends to give 
him leverage in the settlement of 
losses under his own bond. What 
leverage will he have in the settlement 
of losses under the Mortgage Bankers 
Blanket Bond? The answer is that 
Lloyd’s, throughout its long history, 
has had a reputation for prompt and 
equitable settlement of losses, that 
Leslie H. Cook has a substantial vol- 
ume of business with Lloyd’s, and that 
this master policy-certificate plan of- 
fers very considerable leverage in it- 
self, in view of the fact that it is 
under the surveillance of MBA and 
develops a premium volume substan- 
tially in excess of the casualty volume 
of most mortgage bankers. 

The Committee again gave par- 
ticular consideration to the necessity 
for an adequate spread of risk if it is 
to fulfill its long range objective of 
developing a true class experience 
protected by sufficient premium vol- 
ume, so that a few large losses can 


He was presented by John C. Hall, 
president, Cobbs, Allen & Hall Mort- 
gage Company, inc. This photo shows 
the speakers table. 

Left to right: Wiley Parkman, 
State VA loan guaranty officer; Jack 
D. Yates, vice president, Stockton, 
Whatley, Davin & Company, Jack- 
sonville; Wm. H. Hicks, Acting State 
FHA director; Robert Tharpe, Tharpe 


Roy C. Houser Elected 
Head of Miami MBA 


Roy C. Houser, president of the 
Florida Bond & Mortgage Company, 
was elected president of the Greater 
Miami MBA for the coming year. 
R. B. Roberts III of The Keyes Com- 
pany, was elected vice president and 
Henry E. Wolff, Henry E. Wolff 
Company, was named secretary-treas- 
urer. Directors named were Bowen 
Nelson, president, Nelson Mortgage 
Company, Inc.; W. L. Randol, treas- 
urer, National Title Insurance. Com- 
pany and Frank E. Denton, vice presi- 
dent, American Title & Insurance 
Company. 


& Brooks, Inc., Atlanta; Mr. Hall; eee ioenes eiess 
Mr. Samford; President Whatley; Dr. 
John H. Buchanan, Pastor, Southside 
Baptist Church, Birmingham; Hugh 
Denman, president, Birmingham 
MBA; Frank Spain, president, Bir- 
mingham Chamber of Commerce; Lt. 
Gov. Allen; Wm. J. Rushton, presi- 
dent, Protective Life Insurance Co.; 
Joseph Davin, vice president, Stock- 
ton, Whatley, Davin & Company, 
Jacksonville; W. D. Kendrick, chair- 
man, County Commission, Birming- 
ham; and Ehney A. Camp, vice presi- 
dent, Liberty National Life Insurance 
Co., Birmingham. 





Philadelphia MBA elected T. Irv- 
ing Howe, president of Land Title 
Bank & Trust Co., as president of the 
Association for 1953. Here Mr. Howe 
(left) is presented w.th the gavel by 
Maurice F. Townsend, vice president, 
First Mortgage Corporation, president 
for 1952. 


be absorbed without materially affect- 


ing the rate structure. Based upon 


progress of the bond to date, it was 
felt that before long this objective 
would be achieved. 
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MBA President Brown L. Whatley addresses the New Jersey MBA annual meeting as 
a new administration headed by Leslie Steele takes over. At the meeting of more than 
200 were, rear, Fred Bayles, vice president, New Jersey MBA, vice president, Garden 
State National Bank; President Whatley, president, Stockton, Whatley, Davin & Com- 
pany; Milford A. Vieser, outgoing president, New Jersey MBA, vice president, The 
Mutual Benefit Life Insurance Company; Leslie Steele, incoming president, New Jersey 
MBA, executive vice president, Underwood Mortgage & Title Company; Charles J. Horn, 
executive secretary, New Jersey MBA, vice president, National State Bank, Newark. 
Front, Joseph O’Hearn, director of Veterans Affairs, State of New Jersey; Howard D. 
Biddulph, president, New Jersey Savings Bank Association; George P. Moser, president, 
State Bar Association of New Jersey; Richard S. Whitesell, District Director of FHA; 
Philip Klein, president, New Jersey Savings & Loan League. 
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The New HHFA ADMINISTRATOR 
The New FHA COMMISSIONER 


| a of them, the new FHA Com- 
Guy T. O. Hollyday 
of Baltimore, is about as well known 


missioner, 


in the mortgage industry as anyone. 
Thus, almost any sort of introductory 
comment seems entirely unnecessary. 
Che other, Albert M. Cole of Kansas, 
the HHFA Administrator, isn’t 
as well known but where the industry 


Eastern 


new 
has met him, notably at our 
Mortgage Conference in April, he has 


become favorably known. 


Since their inception, these two 
agengies have been fortunate in hav- 
ing capable leadership. Raymond 
Foley, the retiring HHFA Adminis- 
trator, left behind a record of which 
any public servant could be proud—a 
fact which did not go unrecognized 
at his departure. Congressional lead- 
ers of both parties paid him tribute. 
FHA in recent times has been headed 
by Franklin D. Richards and Walter 





Albert M. Cole 
... heads HHFA 
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Greene, both men of vision, energy 
and ability and both administering 
their governmental assignments com- 
mendably. 

Now the tradition is being carried 
forward with the new men who will 
head these agencies. It was only natu- 
ral that mortgage bankers and title 
insurance men would feel a particular 
sense of Presi- 
dent sent Guy Hollyday’s name up for 
confirmation. As a former president 
of MBA he was well and favorably 
known to both 
man of seemingly endless energy, for- 
ward looking and with a great deal 
of that graciousness one finds in his 
native city of Baltimore where linger 
so many of the characteristics of a de- 
parted era generally associated with 
the Old South. When the Pres‘dent 
announced his nomination, someone 
remarked that here was a man going 
into government service of whom one 
could be certain that every act, every 
would be 


satisfaction when the 


industries. He is a 


decision and every move 

made in line with the high ideals 
which have governed his life. For 
those who have known h'm there 


could never be the slightest question 
but that Guy Hollyday will always 
make every decision after he is sure 
in his own mind that it is the right 


one. 


At the time of his appointment he 
The Title Guarantee 
Company of Baltimore, as he has 
been for many years. He’s a veteran 
of the first World War and has been 
act.ve in just about all the movements 
in Baltimore which accrue to the 
city’s benefit. He’s been particularly 
identified with the famed Baltimore 
Plan under which an amazingly suc- 
cessful record was established in clear- 
Everyone knows 
it’s largely 


was head of 


ing up slum areas. 
about its general plan 
enforcing the laws now on the books 
which will clean up slums. It all be- 
gan in Baltimore and has spread to 
every other section of the country and 
is working well wherever it has been 
tried. 

Mr. Cole of 
known. Initial comment of many on 


course isn’t so well 


first seeing him in New York in his 
initial public appearance since taking 
office was that he “seems so young” 
for what surely is one of the most 
complex jobs anywhere in government 
or anywhere else. After hearing him, 
however, one quickly catches his grasp 
of the task before him. He was first 
elected to Congress in 1944 and served 
through last year. During his last six 
years on the Hill he was a member of 
the House Banking and Currency 
Committee and made it a point to get 
at the bottom of every measure com- 
ing before that group. Administrator 
Cole knows his business and has the 
background of experience to qualify 
him for a successful administration oi 
his position. 

HHFA and FHA have top men at 
their helms. The mortgage industry 
could ask for none better. 








Guy T. O. Hollyday 
. will run FHA 


One of History’s Greatest 
Shifts of Population 


Not in Europe or some conquered land but right 
before our eyes this greatest of all mass migrations 
from city to suburb continues unabated. 


HE United States is in the midst 

of one of the great population 
shifts in its history as the result of a 
mass migration from the cities to the 
suburbs of the metropolitan areas. 


This movement from the crowded 
cities to the “open spaces” first took 
on real significance after World War 
I. It reached spectacular proportions 
in the decade of the Forties, and is 
still continuing. 

Figures for 168 metropolitan areas 
compiled by the U. S. Bureau of the 
Census show that the suburbs had a 
combined population gain half again 
as great as their central cities between 
1940 and 1950 and that the suburbs’ 
rate of growth was two and one-half 
times greater besides. The number of 
persons in the suburbs increased 9.2 
millions in the 1940-50 period, a rise 
of 35% per cent. The increase for 
the central cities added up to just 
over 6 millions for a rise of 13.9 per 
cent. 

This population shift is country- 
wide. It has brought a train of eco- 
nomic consequences in its wake, head- 
aches as well as benefits. In this 
respect, it is reminiscent of the impact 
of the reverse flow of the population 
up to around the early part of this 
century when people flocked from the 
country to the city to take advantage 
of the jobs and opportunities opened 
up by the country’s rapid industriali- 
zation. 

One of the major problems brought 
about by this population movement 
has been a severe impact on municipal 
finances. This problem has been com- 
plicated by the repercussions of the 
rise in the general price level during 
and since the last war on the cost of 
maintaining existing municipal serv- 
ices and facilities as well as providing 
the new ones needed. 


The national scope of the recent 
population trend is indicated in the 
following table which shows the 
changes between 1940 and 1950 in 
some of the leading metropolitan 
areas: 

% Gain, 1940-50 


Metropolitan In Central In 


Area Cities Suburbs 
NT 04 ba 4 6 dcreeankse< 12.2% 43.1% 
ME Nivsnsecek eens 9.6 57.8 
I bts od nea 10.5 72.9 
PN cde ba aneee ane 4.0 11.5 
BET a wiock cto ee 7.9 51.9 
DD Cb abc na6u.s'une% 0.7 33.1 
Charleston, S. C........ —1.5 90.0 

In many cases, the property tax, Chicago TRESS Aes m8 6.6 31.2 

hich hi sai" aa RE oh te k GER rs cacscveses 4.2 41.6 
ae ee ee scr ceneances 474 73.7 
bone of municipal revenues, has failed Denver .............. 29.0 73.4 
to produce the income needed to Detroit .............. 13.9 54.8 
make ends meet. As a result, commu- Mae sete ereeeees “r oe 

ities Z » bee ‘eachi y f 3 —_— BIGNESS ccccccccscese ° . 
panne " AVE wie fn aching out for new iieint......... 10.4 68.5 
sources of revenue. Jacksonville, Fla. ...... 18.2 168.4 

The shifting of the population is of Los Angeles .......... 31.0 69.8 
course a by-product of many factors. Louisville rte e eee eees 15.7 56.9 
Relocation and decentralization of in- Miami set edabe hig kate 44.8 157.2 

RCE rags : ; Minneapolis—St. Paul.. 6.8 76.2 
dustry during and since the war have \ 
bias ’ Ai Selita Bien alt tiene, ee 4.1 64.1 
een a big intiuence. 4 —— New Obleams ....0600% 15.3 99.2 
ever, is the fact that more people have New York—North- 
had higher incomes and have been a a Sree 5.4 23.2 
able to save in recent years than ever Oklahoma City ....... 19.1 106.0 

> vwe eo Phil » i © 

before. This has enabled them to sat- Philadelphia .......... 7.3 26.1 
wr ee . : 2 BEAR crc0ssssaees 5.0 33.8 
isfy the universal urge to own their = - . 

: h ss aundh et Galt Geele Leealliine Salt Lake City. ..cecess & 1.5 50.4 
own homes an 2 é ~ San Francisco—Oakland 23.8 105.8 
away from the crowds and other as- seatic .............. 27.0 94.2 
pects of city living. .». Washington, D. C,..... 21.0 117.1 


OUR GROWING SUBURBS 





Population trend in 168 metropolitan areas in 1940-1950 decade 
{in millions of persons) 


Suburbs 


oo 


1940 
‘ 
1950 





1 gain 9,2 
Central Cities 


1940 


1950 








SOURCE: U.S. Bureau of Census 
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Out in Logan, Utah, there’s a big 
candle burning in the the 
Cache Valley Banking Company 
headed by Frederick P. Champ, past 
MBA. It lighted 
commemoration 
50th anniversary year of the 
Mr. Champ’s 
the 


lobby of 


president of was 
New Year's 
of the 
company 
father 

are making estimates of how long it 
the right will 
some government 


Eve in 


founded by 
Customers of institution 


will burn and wuess 


bring someone 
bonds. Cache Vailey’s original capital 
was $40,000. Resources total 
more than $8,000,000, with its capital 


structure approximating $500,000. It 


now 


serves several thousand customers in 
Northern Utah, Southeastern Idaho, 
and surrounding states. 

Fallon O'Leary, vice president and 
loan officer of Cornet & Zeibig, Inc., 
for the last 12 years, has joined the 
Mortgage Co. in St. 
as vice president and a member of 
the board of directors. He'll specialize 


General Louis 


in sale and lease-back deals on com- 
mercial and industrial properties. 

O'Leary is a past president of the 
St. Louis MBA lecturer at 
MBA Seminars. 

Changes on the upside: John C. 
Hall, MBA board member, has been 
elected president of his firm, Cobbs, 
Allen and Hall Mortgage Company, 
Birmingham. Thomas E. McDon- 
ald, formerly MBA director of servic- 
and recently as- 
Bettes Company, 
vice 


and a 


ing and accounting 
sociated with T. p 
elected a 
Brownlee, 
residential 


been 
George L. 


Houston, has 
president. 
who formerly headed the 


mortgage department of Equitable 


Life in Chicago, has become asso- 
ciated with Great Lakes Mortgage 
Corporation, Chicago, to specialize in 
income property loans Walter 
Gehrke, president, First Federal Sav- 
ings and Loan Association, Detroit, 


and chairman of the Federal Savings 


and Loan Advisory Council, was 


named chairman of that group’s co- 
committee Signs ol 


MBA 


ordinating 


the Seasons: Past President 


44 THE MORTGAGE BANKER + Moy 1953 


Aksel Nielsen, Denver, and wife are 
planning an extensive European trip 
. and George H. Dovenmuehle and 
wife of Chicago are going to Morocco 
and they all plan to meet in 
Gibraltar. .. . 





Robert W. Purcell, right, has as- 
sumed the presidency of Investors 
Inc. He is re- 


Diversified Services, 
signing as vice chairman and general 
counsel of Alleghany Corporation and 
Chesapeake and Ohio Railway Com- 
pany to devote his undivided atten- 
tion to his new post. Earl E. Crabb, 
an officer for 27 years, is relinquish- 
ing the presidency but remains chair- 
man of the board. 

What the prefabricated homes in- 
dustry means to the mortgage banker 
now and prospects for the future was 
the theme of the recent meeting of 
the Chicago MBA. Elmer A. Tittle, 
First National Bank of Chicago, was 
moderator and speakers included 
Gen. John J. O’Brien, president, Gun- 


nison Homes, Inc. on ‘Technological 





Developments and Subjects Related 
to New Engineering and New Mate- 
rials,” James R. Price, president, Na- 
tional Homes Corporation, “Promo- 
tional Aspects in Public Acceptance 
and Growth of the Industry” and 
Edward R. Hwass, general manager, 
houses division, Harnischfeger Cor- 
poration, on “Financial Aspects of 
Pre-fabrication from the Viewpoint 
of the Mortgage Banker.” 

D. Richard Meade, MBA board 
member, has been re-elected presi- 
dent of the Miami Beach Chamber of 
Commerce. A pioneer in the develop- 
ment of Miami Beach and a former 
associate of Carl Fisher, Meade is 
serving his third term as president of 
the Lincoln Road Association and is 
also a former member of the Beach 
city council. 

Graham R. Holly, former superin- 
tendent of the bond and mortgage 
department of Home Life Insurance 
Company, died March 23 in Char- 
lottesville, Virginia. He was 82. He 
started his career with Home Life as 
cashier in its Boston office in 1904 
and joined the home office in 1907 
as head of the mortgage department 
in which capacity he was serving 
when he retired in 1940. 

William B. F. Hall is the newly 
elected president of Pre-fabricated 
Home Manufacturers’ Institute. He 
is president of General Industries, 
Inc., Fort Wayne. 
Other new officers 
are Gen. John J. 
O’Brien, presi- 
dent, Gunnison 
Homes, Inc., vice 
president, and P. 
S. Knox, Jr., pres- 
ident, Knox 
Corp., secretary- 
treasurer. 

W. G. Best, 
president, Best Factory-Built Homes, 


Inc., Peoria, Ill., and J. C. Taylor, 


W. B. F. Hall 











LOANS TO 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


AND 
COMPANY 


B. C. ZIEGLER 








Address All inquiries to Our Home Office at West Bend, Wisconsin 


WEST BEND, WISCONSIN 
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I, Chicago Office: 39 South La Salle Street 

















The preparation of a cashier card is a vital part of 
your mortgage service. And it’s an expensive part if it 


costs you $2, $3 or $5 in cash or time. 


Here, for the first time, is a set of cashier cards 
(ledger and customer copies) prepared especially for 
you, and complete with any specified loan amortization 
schedule, at a cost of only 75¢ per set! (35¢ for each 
extra set of the same schedule ordered at the same time). 

The cards, tabulated by our special high speed proc- 
ess, are a further refinement of our popular amortiza- 
tion schedule which we still sell for $1.00 a copy. These 
cards are designed to fit standard bookkeeping opera- 
tions. They incorporate the best designing and operat- 
ing ideas of mortgage service managers all over the 
country. And space is provided for the addition of all 


necessary mortgage information. 


Simply send us the following information: 
(1) principal and interest requirement, (2) how payable 
(monthly, quarterly, etc.), and (3) interest rate. 
ADDRESS: INVESTORS DIVERSIFIED SERVICES, SCHEDULE 
DEPT. 1, BOX 1131, MINNEAPOLIS, MINNESOTA. 


On normal orders we guarantee to have your Cashier Cards 
A « inthe return mail within 24 hours after receiptof yourorder! 
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Jr., president, American Houses, Inc., 
New York, New York were elected 
members of the board of directors. 

Prior to World War II, Mr. Hall 
was for 10 years manager of the mort- 
gage loan department of Lincoln Na- 
tional Life Insurance Co. He first 
became associated with prefabrication 
in 1937 when he was appointed chair- 
man of the Fort Wayne Housing 
Authority. 

Out in Kansas City someone new 
has entered the mortgage banking 
industry, Byron C. Shutz, son of 
MBA’s past president, Byron T. 
Shutz. He’s joined the mortgage loan 
department of Herbert V. Jones & 
Company, headed by Byron T. Shutz. 
A graduate of the School of Economics 
and Business Administration at the 
University of Kansas, he spent the 
summer of 1949 in Europe and then 
went to work for an industrial com- 
pany in Kansas City. He enlisted in 
the air force in September, 1950, 
took his basic training at Sheppard 
Air Force Base, Wichita Falls, then 
transferred to Lackland Air Force 
Base, San Antonio, where he received 
his Second Lieutenant’s commission. 


Last year, whiie at Bolling Air Force 
Base, Washington, D. C., he was pro- 
moted to First Lieutenant and com- 
pleted his active duty assignment at 
the Headquarters Command _ there 
and now holds the rank of First 
Lieutenant in the Air Force Reserve. 

William R. Hizar has been elected 
vice president and director of service 
for Mortgage Investment Corpora- 
tion, San Antonio. 

PREFAB OPPORTUNITY 
(Continued from page 15) 
duce a plan which you could operate 
at a profit with no more cost than we 
amateurs would encounter if we did 

it ourselves. 

I am hopeful that a program can 
be worked out between our two 
groups. While more than 6 per cent 
of the homes built in 1952 were of 
the prefabricated variety, we must 
bear in mind that our product was 
offered over a relatively small area, 
but in some states 25 per cent or 
more of all the homes built were pre- 
fabricated, and in some cities more 
than 50 per cent. 

Our industry is a growing and a 


vital one, and each year we are get- 
ting an increased share of the going 
business. 

I realize that for a year such as 
1953, $500 million of mortgages is of 
no serious consequence to your group. 
There is no great necessity for an 
over-all comprehensive plan from your 
standpoint as of now; but I feel it is 
a little later than many think and 
that now is the time to begin, at least 
a series of experiments to see what 
can be done. 

Our industry is not going to ask 
you to bear all of the expense of any 
experimental work. If two or three 
areas in this country could be used as 
guinea pigs, and two or three builders 
in each area could be financed for a 
limited number of homes on some 
mutually agreed upon program, twelve 
months from today we would have a 
great many benefits that we do not 
have now, and also a much better 
picture of what might be done. Such 
a trial or trials cannot be too expen- 
sive, certainly not beyond the value 
to you and to our industry, if the re- 
sult were a program satisfactory to 
both. 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia * Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 


and in the 
Territory of Alaska 


MARYLAND—KANSAS CITY TITLE INSURANCE CO., INC., OF MARY- 
LAND (a Maryland Corporation), 21 South Calvert St., Baltimore, Mary- 
land, a wholly owned subsidiary of our Company, issues policies covering 
properties in Maryland, and all of such policies of said Maryland corpora- 
tion are wholly reinsured by our Company by endorsement upon each 
policy. 





Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 








